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* rIJs believe the erpandining f i e ld  of urb& services ooultl be 2e t t e r  handled i f  mom 
o f  t h e m  could be bought by government. If,\ t ha t  i q ,  there we& a v d e Q  of or- 
gm5zations able arcd witling t o  s,u.Zy pmgruxms,'&ong which public bohies. could 

' ,cho&e e,. . . and i f  g o v e m n t  were h m t i n g ,  d imc t l y  oo iinhirectry, a4 a, I 
\ 

strong and skiZZfuZ purchaser. - 
\ 

\ 

- , "is  new\bpproach-to the de l ivery of s&~.6ces.~ . , . this  a&% tion o f  a eorqqti t ive ' -- 
blemnt to t4e system . . . can be a useful stimulant to ,mst  public servlces -- r -  

\ including e w a t i u n ,  corrections, welfare, trcmsportation. 
- '> . . 

I t s  prin&paZ earZy apptic&ion, h m h e r ,  i s  ZikeZy to  be : i n  the new and p d n g  
"sociut sem*ces" programs: day, cam. . . the rehabilitation of offsnde2rs. . . the 
rehabiziation o f  alcohotics, . . manpower training and pZacemnt. . . hausiffgser- - . I  - v i e s  (increasingly, as i qor tmr t  as housing constmct ia!  . , . h e a m  care. ,. L 

\- I * This is the cenhral  conclusion of our  year-long-study of the  pub l ic  s e c t o r  i n  ~ i n l  ' ,  

nesota. . .' and of the  changes r e s u l t i n g  from the'expansion of p&l ic  r e s p d s i b i l i t y  
i n t o  areas  i n  which government ha s  no t  t r a d i t i o n a l l y  been the deliverer-of;service,,~ 

I ,- / - 7 1 
1 ' '  

I,. Two i n s i g h t s ,  i n  p a r t i c u l a r ,  have been importanf i n  Bur anuysj ls .  We now see tha t : -  
1 -.. - , - 5 " 

- * The] current  concern about,government -- expressed i n  r i s i n g  demands f o r  
I accountabil i ty.  . . object ives .  . , economy. ,. p r i a f i t i e s .  . . choices.?. . 

innovation -- requires  not  s o  much n'ew.programs 8s i t  does new arrangements -- 
' f o r  the handling of se rv ices ,  and new ways of making decis ions  about what is  

/ 
furnished, and what i s  received. I - . - 

\ 
> 

, * mvernment is, f&da&ntally, a provider  of se rv ices .  T t  has, frequentpy, 
I been i t s e l f  the producer of these services ,  wi th  i ts  aJn' staff-and f a c i l i -  

I ties. But i t  &, equal ly ,  be a purchaser! contrac t ing f o r  services from .. \ c-- o t h e r  supp l ie r s ,  w c h  as i t  does, now, f o r  buildings.  
d- , --. . \ r * We see two d i f f e r e n t  s b t u a t i ~ n s  i n  which t h i s  'concept can be applied:, L 

\ > r 

I ,' * The f i r s t  covers those areas i n  which gbvern-t has  long been a produce3 . _. (. frequently the  h o l e  pro~uc'er.  . . of the  serece, and i n  which deci- 
! 

- s i o n s  about how v d  by whom t h e  service is t o  be supplied must @or one rea- 
son _ox a b t h e r )  /be-made by governsent, C o ~ r e c t i o n s -  is-,the c l a s s i c  example! - 
I n  -these a reas ,  we urge government t o  explore contrac t ing a s  ,a st imulus to, - I , b t h e r  p o t e n t i a l  suppl ierp  t o  appear  as a l t e r n a t i v e s  t o  the  e x i s t i n g  system. . , - - 

,*--The second c&ers are= i n  which pub l ic  ~ r e s p o n s i b i l i c g  has only recent ly  
.\- been asse r t ed ,  and i n  which government is  now n o t  the  (o r  no t  t h e  d o m i n m ~ )  

2 

producer. Health care  \is an example. , . . o r  housing, o r  day care.  In  these '. 1 areas ,  w e  u$ge o t h e r  p o t e n t i a l  suppliers., and espec ia l ly  busipess, orgriiea- 
t ions ,  t o  come i n t o  the  f i e l d ,  t o  provide t h e  new ideas  and the resources ' : 

of' x n e y  and of management which a r e  nowy conspicuously lacking. ' '- - 
7 

P - - \ - 
7 - -. 

+ A s i g n i f i c a n t  e f f o r t  t o  increase  the number and the value of s e r v i c e s  h a d l e d  - \ ,- 
through-essent ia l ly  "purchase" arrangements would-be sound ~ 9 l i . c  policy,. . . 

' because ' i t  is  the  essence of a purcHase,-or contrac t ,  t o  force  a t t e n t i o n  to/pre- - 
\ c i s e l y  those que,stions t h a t , a r e  now t h e  centyr of pub l i c  concern about gove*ment: ' 

-'mat do welwant? . . . l&a t  q r e  dtiF'&oice1e? . . . 'mat  d i d  w e  pay? . . . I 9 a t  
d i d  we get? . . , Can we do +eer?r elsewhere? I / 

\ / / 

i' \ - 
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-. 
- More spec i f i ca l ly :  the  followipg G i n s  might be achieved: 

* Publ ic  boards might have t h e i r  time dramatical ly freed up -. . . so  t h a t  ' t im'now devoted to, the problerps of t h e i r  employees could be spent ,  in-  
s tead,  t h i n k i n g  about the  needs of t h e i r  const i tuents .  - \ -. / 

\ 

There could be much more scope f o r  a l t e r n a t i v e s ,  - a d  choices, a s  policy 
bodies move t o  meet publ ic  needs. Thb iqtro,ducfioh of even l imi ted  
oppor tuni t ies  for \  choice should, i n  turn,  , s i g n i f i c a n t l y  increase  the  
responsiveness ,of i n s t i r u t i o n s  thap h d ,  previously, been s o l e  s u p p l i e q  

\ ? \\ -. , -- 
Thejexyihasis i n  choices, w i l l ,  i n  tu rn ,  force an increased phphasis on - , 
object ives  and on goals . . . on "where a r e  we going, anyway? . . , 
which i~ a l s o ,  we bel'iqve, something the  pub l ic  now des i res .  , i - / 

We w i l l -  then be able,' foo, 't9 move f a s t e r  to  implement &w programs . . . 
s ince  publ ic  bod es w i l l  be drawing h-eavily from resources of personnel, -- f - ' f a c i l i t i e s  and technical  and managerial expergence e x i s t i n g  i n  the  com- 
munity': . . ratbes than having, with each new program, t o  set up a new 
gbvernm&tal agency ' from scra tch .  ' , 

I , J - 
The community ,would then t&e - as, i n  many areas ,  i t  niw doqs not  -- 
a 'yardst ick '  \by which, t o  measure the, performance , the respons'iveness , 
the  a c c o ~ t a b i l i t y  4 i t s  pre_sent i n s t i t u t i o n s .  These e x i s t i n g  i n s t i -  ,' 

tu t ions  w i l l  not  be supplanted. put  they w i l l  be stimulated. 
,- 

r' 1 I L * kal ,pr&ssures  w i l l  then be generated, a l so ,  f o r  innovation . . . f o r  . 
i 

new ways of doing things. Too o f ten ,  a t  present ,  w e  'hold constant '  I the pre$e-t arrangements, s o h h a t  the  pressure of r i s i n q  cos t s  r e s u l t s  L, 

as a $mand f o r  increased appropriat ions,  o r  --- f a i l i n g  t h a t  d- a reduc- 
, tic?& I n  service leve l s .  The purchase of se rv ice  through fixed-price ' \, - ggreements; on the-other  hand, w i l l  put  heavy pressure9 on supp l ie r s  . )as they t r y  e i t h e r  t o  make money o r  to  keep from los ing  i t )  t o  t r y  f i f -  

J \ l ferent  approaches . . . i n  pa re icu la r ,  t o  make much f u l l e r  use of exist- I 

u 7 ing,,  $nd \e%ensive, f a c i l i t i e s  and s t a f f  .- - 
/ * Government w i l l  have An expanded a b i l i t y  t o  change its p r i o r i t i e s ,  with 

i changing needs. ~e? ic&~r t i~ r&ns  can be both s t a r t e d  and terminated. ' 
more quickly in contrac t  arrangements. . 

\ \ . 
I I 

L- --I - '\ 
/ * k believe t h i s  i s  a c h a ~ ~ e ~ ~ ~ ' ~ ~ > o s s i b i l i t y .  I t  i s  j q t  that: a h y p o t b s k .  
- We cannot prove that it w i t  2 ,  i n  f a c t ,  work. We d r u r g y  that i t  should ,be 

tr ied.  ) I  - - 
7 1 

, , i 
* We believe it i q e r a t i v e ,  therefore, that government -- as it eqands- i t s  

respcksibi l i ty  for urban social 'service? -- examine curefully tbe feas ib i l i ty  
and desi@iliQ of i t s  tor,  indirect ly ,  i t s  rrzcipien&l purchasing services 
@om other pubtic or private o-rgctnizations. , 

\ 1 \ 
7 * k!e urge other 6rganizations . ; . b k i n e s s  organizations, i n  particular . . . / - 

t o  take the i n i t i a t i v e  by developing t he i r  capa3iltQ for the delivery o f  
senri;ces, and by ~ m i n g  fornard with poposals of the ir  'm. 
-i 
,- 
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PREFACE I 
\ 

. .  - 
I .  Ne urgentty need to think thmug2 the imptications of definition 'o? -- - the '"pZic sector" and e f  iv&Zi5 pp&Zems. N 

The Cit izens  League was char tered  i n  1952 r o  car ry  o d  a continuing research aqd 
educat ional  process with r e spec t  t o  l'government.'' The very broad charge cm-  

11 t a ined i n  i ts  a r t i c l e s  of  incorpora t ion  r e f e r s  t o  . . . g o v e r m n t a l  a f f a i r s  
11 . . . governmental functions . . . t he  welfare  of the  c ig izens  . . . 

/ 

This organizat ion was n o t  alone, b y h h e  Pate l960s, i n  expercencing increas ing 
d i f f i c u l t y  i n  def in ing t h e  scope of t h i s  ys ignment .  Government was, c l e a r l y ,  

- b e i n g  a t t r a c t e d  i n t o  a r e a s  whicn i t  had not, t r a d i t i m a l l y ,  occupied. And, a t  
the  same time; b a s i c  quest ions were being r a i s e d  about 'the adequacy of govern- 
ment's performance i n  those a reas  i n  which i t  had t r a d i t i o n a l l y  been given resyon- . - s i b i l i  ty . Government was undertaking new p o l i c y  r e s p o n s i b i l i t i e s ,  a t  l e a s t  , i n  
func t ioaa l  a reas  formerly regarded a s  And nag-governmental agencies 
were beginning t o  seek,  and i n ,  some cases t o  rece ive ,  r e s p o n s i b i l i t y  i n  areas  

\ previously regarded a s  "public. l1 

\ 1 

In  1968 the  Ci t izens  League took an important s t e p  by broadening the range of 
/- s u b j e c t  a reas  i n  which i t  w a s  ac t ive  . . ; moving on beyond its t r a d i t i o n a l  em- 

phasis  on problems of government organiza t ion ,  plannrng and f inance i n t o  the areas  
. of s o c i a l  programs, and problems, then beginning \ t o  r ece ive  increased a t t e n t i o n  

from governmental and non-governaental agencies a l i k e .  

I n  t h e  course of a series of s t u d i e s  i n  these  areas we came f u l l y  upon the  grow- 
i n g  d i f f i c u l t y  i n  de f in ing  llpublic" and '"rivatel'; "gove~nmental" and "non-govern- - 
mental. l' Mot uncommonly, p ro jec t s  which began with a problem of ' a  c l e a r l y  govern- 
mental agency broadened -- i n  the  course of -a committee's de l ibe ra t ions  -- t o  in- 
clude the  problems, o r  performance, of c l e a r l y  non-governmental and p r i v a t e  organ- 
i z a t i o n s .  Our study,  which began b i t h  the problems of Hennepin County General 

I \ Hospi ta l ,  f o r  example, ended with considerable a t t e n t i o n  be ing  paid t o  the  organi-: 
za t ion  of p r i v a t e  medical p r a c a c e  and the  planning and development of p r i v a t e  
hosp i t a l s .  A s tudy of housing, which began wi th  the  development programs of- the  

- 
\ - publ ic  housing a u t h o r i t i e s  ,, ended wi th  an exandnation of the performance of the  

- p r i v a t e  housing indust ry .  , -, 

It  was c l e a r  from t h i s  t h a ~  the  lSpublic sec tor"  had become bigger  than "govern- 
ment." And i t  was no t  a t  a l l  c l e a r  t h a t  a l l  "public1' problems should,  o r  could, 
lead t o  "governmen tal l '  so lu t ions .  Our c o d  ttee examining , the problem of h e a l t h  
ca re  de l lvery  , f o r  example, ended'with l i t t l e  f e e l i n g  t h a t  ' h o s p i t a l s  should be 
e i t h e r  governmentally owned o r  even, necessa r i ly ,  governmentally regulated.  - 
This Task Porce has, therefape, under i t s  charge fmm the Board o f  Directors, 
t r ied  to  reassess and yedefine the centrat Cssues o f  the r9ubZic sector." - - 

, 
I n  June 1971 the  Board of Direc tors  received a repor t  from its Executive Comm'it- 
tee $9 which b a s i c  que$tions we& rqised  about the  f u t u r e  of the  Ci t izens  ~ e a g u e ' s  
r e ~ Q a r c h  and study program, wi th  respect  t o  t h i s  unfolding d i s c r e p ~ c y  between 
the  e x t e n t  of "public  pol icy  respons ib i l i ty"  and of " ~ o v e r z r e n t a l  operat ions.  r r  
, , - 

The Board agreed t h a t  an in-depth explora t ion  should be conducted o f :  (1) Whether 
non-governmentah institutions t h a t  a r e  performing, i n  e f f e c t ,  publ ic  functions - 

? , 

I 



should a l s o  be considered appropr ia te  f o r  study by Cit izens League committees, 
and (2) whether so lu t ions  t o  publ ic  o r  community problems might appropriately be 
addressed by Ci t izens  League committee t o  E-government,al, as wel l  as t o  govern- 
mental, organizat ions  f o r  ac t ion.  

\ 

The conduct of t h i s  explora t inn was assigned back t o  the  Executive Committee, 
which was, f o r  t h i s  purpose, supplemented by the  appointment of about a dozen 
a d d i t i o n a l  members of the  Ci t izens  League whose background and/or current  a c t i v i -  
ties provided them with an important knowledge o r  perspect ive  on these  public/  J 

\ p r i v a t e  i ssues .  Thts enlarged group -- i d e n t i f i e d  as the  Policy Planning Task 
Force -- began, then, a set of discussions with outs ide  ipdivlduals ,  thoughtful 
about the  r o l e  and performance of t h e  publ ic  s e c t o r .  Meetings began i n  July 1971, 
with the  Task Force seeking,  genera l ly ,  an understanding of what government w e  
doing, and should -be dolng; of what the  p r i v a t e  s e c t o r  w a s  doing, and might be 
doing; and of what'the Ci t izens  League s p e c i f i c a l l y  could, and should, be contri-  
buting over the  coming five-year period. 

-, 
The Task Force was except ional ly  enriched by a succession of oppor tuni t ies  t o  
meet with persons from the  Twin C i t i e s  a rea  and from around the  country, who have 
thought extensively about the changing scope, and r o l e ,  of the publ ic  -sec tor .  
The l ist  of persons good enough t o  volunteer  t h e i r  time and knowledge with t h e  
Task Force included: 

D. W. Angland and Jack Schutz, Northern S th tes  Power Co. Ju ly  1 5 ,  1971. 
Fred Farthing, Northwestern EationalJiiank, Pinneapolis  . July  15, 1971. \ 

Aaron Lowin, American Rehab i l i t a t ion  Foundation. J u l y  15, 1971. 
E l l i o t t  Perovich, as Mayor of Anoka, Ju ly  15, 1971; as p r i n c i p a l  of Roosevelt 

Jun io t  High School, hcka-Hennepin D i s t r i c t  11, May 18, 1972. \ 

Ray Lappegaard, S t a t e  Highway Commissioner. Ju ly  22, 1971. 
Russel l  V. Ewald, Foundation se rv ices ,  Inc. Ju ly  22, 1971. 

I 

P h i l i p  Harder, Formea Pres ident ,  Minneapolis Urban Coalition. Ju ly  2 2 ,  1fi1. 
Roger Wheeler & Gary Lohn, Control Data Corporation. July 28, 1971. 
Eugene Eidenberg, George S e l t z e r ,  Arthur Harkins & Richard Woods, University 

of &finnesota. Ju ly  28, 1971. - 
Paul Ylvisaker, Professor of Publ ic  Affa i rs  & Urban Planning, Woodrow Wilson 

S c h o o l o f  Puhl ic  & I n t e r n a t i o n a l  Affa i rs ,  Princeton University. Oct. 7, 1971. - 
Luther Granquist,  Legal Aid Socie ty ,  October 4 2 ,  1971, 
Helen Mil ler  & Lu Larson, Loring-Nicollet Center. October 12, 1971. 
Charles P i l l s b u j r  , Council f o r  Corporate Review. October 12, 1971. i 

Jack Coll ins,  l t inneapolis Ymdel Cities Policy & Planning C o d  ttee. Oct. I?, 19 71, 
Milton Floskm1itz, Edi tor ,  Business & Society ~ewsle t te r  , San Francisco, 

October 22, 1971. \ 

Judson B e m i s  , then Pres ident  , Piinneapolis Urban Coali t ion.  Ootober 26, 19 71 
Hugh Harrison, Active UYban Coali t ion membert October 26, 1971. 
Harold Bangert, a t torney and insurance company executive,  Fargo, North Dakota, - - 
-. November 3, 1971, - 
Charles Krusel l ,  Direc tor ,  Greater ffinneapolis Metropolitan Housing Corp., 

November 17, 1971. - 

Ray Harr is ,  B. 7. & Leo Har r i s  Co. November 11 & 24, 1971. 
Ar,chibald Spencer, a t to rney .  November 25, 1971. , 
William A. S t rauss ,  Pres ident ,  Northern Natural  Gas Co., Omaha. Nov. 30, 1971. 
Jack Cann, Minneapolis Tenants Union. December 1, 19711 \ ,  
Anthony Downs, Senior Vice Pres ident ,  R e a l  E s  tate -Research, Corporation ; 

Chicago, December 14, 1971. 
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-3. A maningfuZ -report couZd be deveZoped only by narrowing &he range of issues 
under study. , 

- 

Hot su rpr i s ing ly ,  w e  discovered a t  a f a i r l y  e a r l y  da te  t h a t  we  had entered i n t o  
'.. a v a s t  and complex\area, and t h a t  some narrowing of the  assignment would be both 

necessary and des i rable .  This conclusion was a f fec ted  both by our sense of the  
l i m i t a t i o n s  on our time ,and e f f o r t ,  and by our growing i n t e r e s t  i n  p a r t i c u l a r  
quest ions which began t o  emerge a s  the  discussion proceeded. 

This narrowing of our  assignment resu l t ed  i n  t h e  decision t o  conceqLrate our at- 
- t en t ion  i n  areas  where government has now undertaken the  primary policy and f i -  

, nanc ia l  r e spons ib i l i ty  f o r  the  adequacy and d i s t r i b u t i o n  of a service.- We would,' 
then, examine the  arrangements f o r  the  "delivery" of these publicly-fiuanced ser- 
vices . . . whether the  organizat ions involved are governmental, o r  nop-govqm- 
mental. And w e  would consider poss ib le  new arrangements which-might permit ser- 
v ices  t o  be del ivered with g rea te r  e f f i c i ency  and ef fec t iveness  and with g r e a t e r  . responsiveness t o  t h e  needs of the  persons served. 

\ , 

It is important t o  stress t h a t  t h i s  decis ion n o t  t o  eldamine i n  d e t a i l  o the r  as- 
/ pects  of t h e  publ ic-  s e c t o r / p r i v a t e  s e c t o r  r e l a t i o n s h i p ,  is no t ,  i n  our minds . . . 

'. and should not be taken t o  be . . . a conclusion t h a t  these o t h v ,  unpursued * 



- 
l i n e s  of d iscuss ion are less important. Our decis ion t o  narrow our  focus re- 
f l e c t s ,  ins tead ,  our sense t h a t  these o t h e r  avenues were not s o  appropriate f o r  
us ,  o r  could npt  be inves t iga ted  as w e l l  by us, o r  were being a c t i v e l y  inves t i -  
gated by o the rs ,  already.  L. 

There were, t o  be s p e c i f i c ,  two o t h e r  aspects  of t h i s  l a r g e  problem of changing 
pub l ic  s e c t o r / p r i v a t e  s e c t o r  r e la t ionsh ips  which we might have s t d i e d  . . . 
and which, i n  t h e  course of our-discussions, we did consider. 

* We might have approached the  change i n  pub l ic  sec to r /p r iva te  s e c t o r  r e la t ion-  - sh ips  as  a problem i n  the  scope of governmental r e spons ib i l i ty  f o r  the  Qpera- 
t i o n s  conducted by E-governmental organizat ions.  Strong arguments can be  
made, and were made, f o r  example, t h a t  the  impact of business operatxons on 
the  environment, o r  on consumer hea l th  and s a f e t y ,  is the c r i t i c a l  f r o n t i p r  
i n  publ ic /pr ivate  re la t ionsh ips ,  and might use fu l ly  have been the  focus of 
our  d iscuss ions .  i - 

- * We might have a p p r o a b e d  the  problem from the point  of v i e w  of t h e  p r i v a t e  
organizat ions searching,  now, f o r  contr ibut ions  they can make t o  t h e  resolu- 
t i o n  of major s o c i a l  and urban problems. CJe w e r e  aware, from our  contacts  
e a r l y  i n  our,study, of the  growing i n t e r e s t  of  business corporat ions and as- 
soc ia t ions ,  s p e c i f i c a l l y .  Judgments, w e  know, a r e  being sought on t h e  feas i -  
b i l i t y  of expanding the  l e v e l  of f i n a n c i a l  contr ibut ion t o  s o c i a l  causes, to- 
ward the  permitted 5 p e r  cent of pre-tax p r o f i t s  . . . and on t h e  des i rabf l -  
i t y  of con t r ibg t ing  personnel a s  w e l l  a s  d o l l a r s ,  Business firms, se r ious ly  
i n t e r e s t e d  and concerned, a r e  seeking eagerly-  f o r  h e l p  in -  defining and meet- 
i n g  t h e i r  corporate s o c i a l  r e spons ib i l i ty .  

< 

O U ~  charge d i rec ted  us p a r t i c u l a r l y ,  however, toward the problems of the' pub l i c  
h bodies, and t o  consider whether, i n  t h e i r  view, s o l u t i o n s  t o  t h e i r  problems a r e  

appropriate through non-governmental as w e l l  a s  governwntal  organizat ions.  
/ 

The o t h e r  ques t ions  are real quest ions . . . b u t  they -are separa te ,  and separ- 
able ,  ques t ions  . . . which i t  may be useful  f o r  o t h e r  Ci t izens  League committees 

- to consider a t  anothet  t i m e .  Ags t 7 e  began o u r  i n t e q i a l <  discussions we found we 
had, i n  f a c t ,  devoted our tiime overwhefmingly to the  problems of "public goods" . . . and t o  the  discussion of new ideas  about t h e i r  production and 'd is t r ibut ion.  

- I n  t h e  end, i t  seemed w i s e  t o  conclude our inves t iga t ion  alang t h i s  l i n e  and t o  
make our repor t  on ttzis important, though l imi ted ,  aspect,  of the  problem. It 
does no t  m a n w e  a r e  unaware of t h a t  aspect  of  pub l i c /p r iya te  r e l a t i o n s ~ i ~ s  t h a t  
has t o  do with the r ~ l e  of business - and o the r  organizat ions 2- i n  the  c rea t ion  
of pub l i c  p r o b l e k .  - \ \ 

? - - - 
OUR BASIC CONCLUSIONS 

\ 

I .  A dihnrnu i s  tightening around public services i n  Minnesota.' Pressures are ' 
building to do m r e ,  i n  response t o  the needs of -c l ient  grwups. But the &sing 
cost o f  earisting program levels continues t o  frustrate most e f for t s  t o  expand 
semric~s  @om s ta te  r, o s ~ ~ r ~ e s .  

a. Present  standardi a r e  h k h ,  p a r t i c u l a r l y  i n  t h e  human services area.  Minne- 
s o t a ' s  h igh 'na t iona l  ranking i n  the  "quali ty of  l i f e r f  comparison was due veiy 
l a rge ly  to' i t s  No. 3. s tand ing  i n  individual  eqb l i t y ,  and hea l th  and welfare. 
These ind ices  are made up of ,our governmental and non-governmental s o c i a l  - 
welfare programs. 'This s t a t e ' s  a sp i ra t ions  -- and, t o  a l a rge  ex ten t ,  i ts  
performance 7- are equal ly  high i n  t h e  f i e l d  of education. Wnnesota has 

\ -_ 
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long pointed t o  the  low r e j e c t i o n  r a t e  ( i n  entrance examinations f o r  the m i -  
l i t a r y )  of high school  graduates as evidence of a high q u a l i t y  elementary 
and secondary school  sys  t e m .  We maintain a un ive r s i ty  of major g a t i o n a l  rank. 
The s t a t e  has  prided i t s e l f  on the  high proport ion of f ami l i e s  a b l e  t o  l i v e  Pn 
free-s1anding- s i n g l e  family homes. I n  the  p r iva te \ sec to r  . . . and from t h e  
same t o t a l  community resources . . . the  s t a t e  supports  symphony orches t ras ,  
thea t res  and museums t h a t  i t  in tends  s h a l l  be the,equal of any i n  the  country. 

b. These s e r v i c e  funct ions  a r e  ex t raord ina r i ly  vulnerable t o  increases  i n  cos t  . . . composed, as they a r e ,  almost e n t i r e l y  of personal  s e r v i c e  - present  
and pas t .  Gains i n  product iv i ty ,  which might somewhat o f f se f  the  rise i n  ' 

s a l a r i e s ,  are d i f f i c u l t  t o  achieve. Equipment can be s u b s t i t u t e d ,  t o  some 
extefrt, f o r  personnel.  But, t y p i c a l l y ,  t h i s  does not  r e ~ r e s ' e n t  a major ia2 
pact  on t h e  problem. And employees $n the service a c t i v i t i e s  do expect  t o  
s h a r e  i n  the  advancing l e v e l  of incomes i n  the  s t a t e  and i n  the  na t ion  @s a 
who&e. So -- even a p a r t  from an increase  i n  the  level of program'activit3'--- 
budgets tend t o  rise. 

The inc reas ing  p r i c e s  paid by governmental and non-governmental ageUdes f o r  
personal  and p ro fess iona l  s e r v i c e ,  has been a major f a c t o r ,  i n  recent  years ,  
i n  t h e  growth of pub l i c  budgets. Subs tan t i a l ly  increased sums have been re- 
qui red ,  yea r  by year ,  t o  d n t a i n  even the  e x i s t i n g  l e v e l  of  se rv ices  . . . 
le t  alone t o  inc rease  the  q u a l i t y  o r  quan t i ty  of services. The base of ex- 
pendi ture  is now q u i t e  l a rge ,  s o  t h a t  annual increases  of even something less 
than the r a t e  common i n  recent  years  w i l l  r equ i re  very l a r g e  add i t iona l  d01- 

- lar appropr ia t ions ,  and increased t a x  revenues. This is, perhaps, a par t icu-  
I lar problem i n  Minnesota, with i t s  r e l a t i v e l y  l a r g e  and high q u a l i t y  p u b l ' c  

s e c t o r .  But i t  is,' beyond t h i s ,  a fundamental problem of the  na t ion  as a 
whole a s  i t  s h i f t s  inc reas ing ly  toward a se rv ices  economy -- p r i v a t e  a s  w e l l  
as public.  , - 

c. There a r e  s i g n s  the  pub l i c  is beginning t o  p r e f e r  t o  slow down t6e increase  
in. Reduced, o r  unpro- 

I vided, s e r v i c e s  i n  the  a r e a s  of h e a l t h ,  education and welfare-may, of course, 
inc rease  cash i n  t h e  long run . . . o r  i n  p r iva te  accounts. But i t  is on 
pub l i c  budgets t h a t  the  controversy focuses. And i t  is short-run considera- 
t ions  t h a t  cont ro l .  The continued funding of r i s i n g  cos t s  i n  the  s e r v i c e  
s e c t o r  of t h e  economy, i f  i t  is not  inc reas ing  its product iv i ty ,  represents  
a continuing d ivers ion  of income out  of o t h e r  s e c t o r s  of the  economy t h a t  are 
i nc reas ing  t h e i r  productivi ty.  This i s ,  no t  unnatural ly,  r e s i s t e d  ,by the  pub- 
l i c .  This r e s i s t a n c e  is manifested i n  the  v i s i b l e  r e s i s t a n c e ,  todzy, t o  in-  
c reases  i n  t a x  rates and f requent ly  t o  the  approval of  major bond i s sues ;  

, ir, the  e l e c t i o n  Of caridilates'pleaged t o  cartail tfie a 0 1 ~ t i l  of pub l i c  spend- ' 
ing;  -and a s  programs a r e  c u r t a i l e d  a t  budget t i m e .  

L 

The commitmedt has been s t rong,  i n  Minnesota, t o  q u a l i t y  pub l i c  and community 
s e r v i c e s  . . . and over t h e  l a s t  20 years  budgets and taxes  have been incre-  
ased s u b s t a n t i a l l y .  But the  s t a t e  began t h i s  period with taxes a t  f a i r l y  l o w  
r a t e s  and with s e v e r a l  major sources s t i l l  untapped. During the  pas t  20 years  
the  s t a t e  h a s  put  these  remaining sources  i n t o  use and r a t e s  have been pushed, 
on a l l  sources,  c lose  t o  the  po in t  a t  which f u r t h e r  increases  could become 
counter-productive -- e i t h e r  f o r  the  continued support  of pub l i c  se rv ices  ar 
f o r  the maintenance of the  t a x  base  on which the  h igher  rates f a l l .  

5 

So* new sources may be found. And some r a t e s  may continue t o  rise, t o  some 
'.. 



degree. But i t  is, c l e a r l y ,  becomming e s s e n t i a l  t o  develop a d d i t i o n a l  ways i n  
which revenue can be f r eed  up f o r  the  support  of these  major service functions.  

d. -ganded, p u b l i c  s e r v i c e  budgets depend, b a s i c a l l y ,  on 
continued pub l i c  support .  This suppor t  f o r  h igher  budgets and h igher  taxes 
depends i n  turn on the  maintenance of pub l i c  confidence i n  i ts  governmental 
agencies. This can be  eroded by a c r&ing sense t h a t  governmen; is i n e f f e c t i v e ,  
i n e f f i c i e n t ,  o r  unresponsive . . . and, cu r ren t ly ,  publ ic  opinion surveys are 
no t  reassur ing  about the  l e v e l  of genera l  confidence i n  government as a major 
i n s t i t u t i o n s  . Cl ien t s  are turning away from p u b l i c  housing, from pub l i c  hos- 
p i t a l s ,  from publ ic  schools .  \ \ 

2. m e  problem posed for public budgets by r i s ing  uni t  p r h s  i s  in tens i f ied  by the 
pressures coming now from sevemrl groups, tmdi4ionaZZy not we22 served, t o  expand 

L also the qualitg o f  services and the range of services  fop which the public i s  re- .. 
sponsib Ze . 

\ 

Trad i t iona l ly ,  i n  our system, the  h ighes t  l e v e l s  of pub l i c  s e r v i c e  have been 
claimed by t h e  major i ty  group. High s e r v i c e  l e v e l s  a re i the re fo re  associa ted  with 
middle k l s s s  pdpulation and wi th  the  concentrat ions of population t h a t  occur i n  

) ,  urban centers .  But, inc reas ing ly  : I 

a. Demands a r e  r i s i n g  f o r  equal ly  h igh l e v e l s  of s e r v i c e  i n  areas of q u i t e  dis- 
'persed population. There is pressure  t o  extend over the  s t a t e  a s  a whole es- 
s e n t i a l l y  t h e  s e r v i c e  l e v e l s  p r e v a i l i n g  i n  the  major metropolitan areas. Ex- 
penditures pe r  pup i l  i n  the schools  a r e  beginning t o  b e  more equal. Roads a r e  
being upgraded. Health ca re  f a c i l i t i e s  a r e  be ing extended i n t o  areas where 
h o s p i t a l s  and spec ia l i zed  medicine d i d  p o t  previously exist. Agd a whole var- . iety of se rv ices  previously of fered  only i n  tQe major c i t i e s  a r e  being estab- 
l i s h e d  i n  r u r a l  a reas  f o r  the  f i r s t  t i m e :  mental h e a l t h  se rv ices ,  l e g a l  ser- 
v ices  ( inc luding the p u b l i c  def ender) ,  community correc t ions  f a c i l i t i e s  . 

\ 
\ 

Demands a r e  r i s i n g ,  too,  f o r  the  extension of middle-class s e r v i c e  l e v e l s  t o -  
t h e  low-income groups i n  the  population. I t  is increas ingly  recognized t h a t  
a l l  too f requent ly  i n  t h e  p a s t  t h e  s t a t e  has  provided an i n f e r i o r  l e v e l  of pub- 
l i c  s e r v i c e s  and f a c i l i t i e s  t o  groups whose income o r  s o c i a l  s t a t u s  put: them in \  
a %mall and less i n f l u e n t i a l  minority. Today, pressures exer ted  by them, and 
on t h e i r  b e h a l f ,  represent  a s i g n i f i c a n t  f a c t o r  tending t o  expand the scope and 
cos t  of pub l i c  se rv ices  . . . i n  schools  , -in housing, i n  h e a l t h  care ,  i n  w e l -  - f a r e ,  i n  t r anspor ta t ion .  These,  pressures  a r e  f a l l i n g  p a r t l y  on t h e  pol icy  god- 
ies which vo te  the appropr ia t ions  and programs. And they a r e , f a l l i n g ,  i n  p a r t ,  
d i r e c t l y  on the  organizat ions -- t he  h o s p i t a l s ,  t h e  housing a u t h o r i t i e s ,  t h e  
welfare  departments -- r6sponsib le a c t u a l l y  f o r  de l ive r ing  the se rv ices .  

The p o t e n t i a l  f o r  d i f f i c u l t  s o c i a l  c o n f l i c t s ,  i f  r e s o u r c e s  f o r  publ ic  se rv ices  
cannot continue t o  be made a v a i l a b l e    is f a i r l y -  c l ea r .  

3. tfinnesota can respond t o  these d e m a n d s  for improved s s m i c e s  and stiZZ minimize . 
future increases i n  t o t a l  budgets and i n  taxes only bg 'finding ways t o  use Zinti- 
ted  resources more e f f e c t i v e l y .  x 

/ 

/ 

The c e n t r a l  e f f o r t  must be  t o  make b e t t e r  . . . more productive-/ . . use of the 
d o l l a r s  t h a t  w i l l  be ava i l ab le .  Really,  only two p o s s i b i l i t i e s  exist. -The key 
concepts a r e  (2) e r i o r i t i e s  and (t ) u t i l i z a t i o n .  

a h  W e  can improve our a b i l i t y  t o  reduce o r  terminate lor,-priorgty program and 
~e'&ces,= 4-t presen t ,  ir! eYfect,  e x i s t i n g  program. g e t  ' p r i o r i t y  over new 

\ 



i 
programs. We tend t o  carry forward the  past  pat tern  of needs and responses 
a t  ex i s t ing  leve ls  . . . evaluating, year by year ,  p re t ty  mu& only the  mar- 
g ina l  changes proposed i n  levels  of expenditure. Effor ts  -- as  i n  the direc- 
t ion  of "zero budgeting" -- are  now being made. But i t  remains d i f f i c u l t  
basical ly  t o  reappraise the fundamdntal need fo r  the continuance of a program 

/ 

a t  a l l .  

b. Where programs a re  t o  be  maintained, an e f f o r t  can be made -- even i n  the 
face of r i s i n g  sa la ry  levels  - t o  hold down overal l  costs,  through improved 
u t i l i z a t i o n  of personnel and f a c i l i t i e s .  Not much r e a l  "economyt' is  t o  be 
found i n  the t r ad i t i ona l  approach . . . which cuts  ser&ce o r  prograr trithoGt 
a reapyraisal  05 the way AIL .;ltt-ich s t a f f ,  eqclpr.-e t 2nd f a c i l i t i k s  a re  used. The Y r e a l  po ten t ia l  f o r  meaningful savings lies i n  put t ing i n t o  u se  the excess 
capacity t h a t  frequently e x i s t s  i n  s r a f f s ,  i n  equipment, and i n  f a c i l i t i e s .  
The existence of t h i s  under-utilized capacity h a s  been i n  many ways the cen- 
t r a l  finding of a s e r i e s  of Citizens League s tudies  i n  the l a s t  several  years . . . with respect  t o  schools, t o  transportation,  t o  a i rpor t s ,  t o  housing, t o  
heal th  care. (These findings about under-utilization are  reviewed, and des- , 

- - cribed, i n  some d e t a i l  i n  the discussion sect ion,  page 26 Sf.) 

4: l'he e f f o r t  t o  s e e m  th i s  kind of {rriproved utz~Z?:aation. o f  resources, white not 
iwossibZe, i s  diffieuZt within the govemunentat system as it t r d t i e n a t t y  has 
been organized aid  operated. 

Our bas ic  pub l i c  sec tor  i n s t i t u t i ons  developed gradually over the course of the 
l a s t  century. They were s t ruc tured  fo r  conditions ex is t ing  at  t h a t  time. They 
change slowly. It is the  persistedce of t h e i r  fundamental charac te r i s t i cs  i a t o  
the present, and qu i t e  rad ica l ly  d i f f e r en t ,  s i t ua t i on  t ha t  i s  the source of the  , 
problem. Specif ical ly  : 

a .  The in s t i t u t i ons  fo r  (as we nag say) "service delivery" are  now proving t o  be a 
i r -  - 

a t e ly  t o  be insulated frornapressures. They have l i t t l e  f ea r  of fa i lu re .  , . 
,' 

\ - 
L * Typically, they were es tabl ished with the idea tha t  they would be perman- 

en t .  It was not provided, o r  assumed, t ha t  t h e i r  continuance would depend i 
upon the accomplfshment of the mission t o  which they were assigned. - 

* ,There has consistently been an e f f o r t  . . . described variously as "mono- 
poly'' o r  "prevention af dupfication" . . . t o  es tab l i sh  but  one bureau f o r  
a pa r t i cu l a r  function i n  a pa r t i cu l a r  geographic area. Inevitably,  there- 
fore ,  comparisons about performance have been d i f f i c u l t ,  i f  not impossible 

- Yo make. And, where an organization is  the only ex is t ing  organization f o r  
the supply of a service ,  i t  becomes indispensable . . . and can, thereby, 
a l so  be protected from seqrching evaluation. No- a l te rna t ive  t o  i t  ex is t s .  

\ 

* Intensive e f f o r t s  were made, successfully,  t o  protect  these administrative 
organizations from the r i s k  of corruption and from the impact of p o l i t i c a l  
patronage. - These a l so ,  however, fu r ther  decreased responsiveness. 

, * Within many of these organizations, once thus protected, s t rong t rad i t ions  
of professionalism grew up. Goals and standards tended t o  be set increas-, - ingly by professional bodies, ra ther  than by e i t he r  the policy body, on 

x the one hand, o r  the rec ip ien ts  of the services ,  on the other.  . \ 



* Taken together,  these  elements produced l i t t l e  incent ive  t o  r e s t r a i n  t h e  
growth of cos t s  and progr.ams. The organizat ion was typ ica l ly  responsible  
f o r  a s i n g l e  function. Strong pressures  ezcisted t o  do a b e t t e r ,  and big- 
ger, job. Revenues d id  no t  necessa r i ly  decl ine  iT cos t s  rose ,  s i n c e  the  
se rv ices  were not  paid f o r  by the users, b u t  w e r e  provided f r e e  and finan- 
ced by appro?riat ions.  \ 

* Employees of these organizat ions  were compensated on a s a l a r y  b a s i s  . . . 
t y p i c a l l y  receiving n o  more i n  s a l a r y  i f  cos t s  were he ld  down and no less 
i f  cos t s  rose. I n  p r a c t i c e ,  i n  scme cases,  of course, j u s t  the opposite .  

None of this represents  any condemation o r  c r i t i c i s m  of  the  employees who - have accomplished s o  much, over the  years,  i n  the  del ivery  of s e r v i c e s  i n  a l l  
p a r t s  of the  country and a t  a l l  l e v e l s  of government. It speaks only to  the 
quest ion of the  b a s i c  organizat ional  system i n  which they a r e  involved, and 
t o  which they l o g i c a l l y  and r a t i o n a l l y  respond. \ 

b. I n s t i t u t i o n s  on the  pol icy  s i d e  have t r a d i t i o n a l l y  been i n s u f f i c i e n t l y  s t r o n g  
t o  secure a response. I n  mny  cases: 

/ 
L - * Policy i s sues  were not  e f f e c t i v e l y  i d e n t i f i e d  and presented. Information 

'-2 simply was not  gathered and organized, with respect  t o  program and perform- 
ance. A s  a result, many boards seldom got  deep enough i n t o  the problem t o  
consider b a s i c  changes. Their  own capacity was l imi ted  . . . with rcembers 
frequently serving p a r t  t i m e ,  and supported by s t a f f i n g  t h a t  w a s  th in ,  
where i t  ex i s t ed  a t  a l l .  

* Policy boards have tended t o  be composed, a t  l e a s t  i n  s i g n i f i c a n t  p a r t ,  of 
persons a f f i l i a t e d  i n  one way o r  another with the  organizat ions o r  i n s t i -  
t u t i o n s  ac tua l ly  de l ive r ing  the  se rv ices .  This set  up s t rong  forces  which .. 

tended t o  f r u s t r a t e  any b a s i c  pol icy  review. ' 
\ 

c. Mon-governmc?ntal - organizat ions -- even those ,  de l ive r ing  e s s e n t i a l l y  pub l ic  o r  
community services  -- have no t  comonly been viewed a s  p a r t  of the system f o r  

- the  del ivery  of publ ic  se rv ices .  Trad i t iona l ly ,  the need t o  discharge ~ u b l i c  
r e s p o n s i b i l i t i e s  has l e d  t o  the  c rea t ion  and the  use of government agencies. 
W e r e  p r i v a t e  operation$ touched the pub l ic  hea l th ,  s a f e t y  o r  welfare  they 
were, of course, regulated. But the pub l ic  w a s  -- u n t i l  recent  years  -- slow 
t o  begin consciously planning f o r  the  functions of p r i v a t e  lorganizations . 
Nor, would i t s  e f f o r t s  t o  do s o  have been w e l l  received. 

5. A basis for new incentives to  stimulate respor.siveness i s  n m  being lald,  however, 
by f o w  trends now under way i n  Minnesota. Essentially, what i s  emerging i s  a , neu v i a  that sees governmnt -- the state government, particuZarZy -- now p r i -  
marily not as an achinistrator but as a buger of services.  

This is s o  l a r g e ,  and s o  slow-moving, a change t h a t  i t  has been d i f f i c u l t  f o r  our  
Task Force t o  d iscern  and t o  define.  A much f u l l e r  understanding of what is  un- 
de r  way is needed. But w e  be l i eve  the  broad o u t l i n e  can now c l e a r l y  be seen. 
There is a b a s i c  change of a t t i t u d e  developing, as the  pub l ic  -- boards and re- 
c i p i e n t s  ---comes t o  f e e l  t h a t  the  product of publ ic  se rv ices  is not  inc reas ing  
at a r a t e  commensurate,yith the  r a t e  of increase  i n  cos ts .  

(By 'servicef  we m a n  &re than j u s t  'personal se rv ice ' .  I n  education, f o r  example, 
o r  day care ,  f a t i l i t i e s  a s  we l l  as s t a f f  may be i n  the  contrac t .  d iscuss  more 
f u l l y  on page 35 t h e  danger t h a t  where a se rv ice  involves a q u i t e  unique and e,x- 
pensive c a p i t a l  f a c i l i t y ,  aa agency might be 'locked ing'  t o  a p a r t i c u l a r  p r i v a t e  - supp l ie r .  ) , , 



a. The pub l i c  -- both a s  a pol icy  body and a s  r ec ip ien t  of se rv ices  -- is becom- 
i n g  an increas ingly  aggressive-cuscon?er . . . no longer accepting passively 
what is  offered ,  bu t  i n s i s t i n g  vigorously on good q u a l i t y  and reasonable cos t .  
* There is a growing sense  t h a t  government agencies should provide what t h e  

r e c i p i e n t s  of  the  se rv ices  f e e l  they_ need and want. This holds,  regardless  
of t h e  economic o r  s o c i a l  groap involved: It is  a s  typ ica l  i n  the  a t t i t u d e  
of middle c l a s s  suburban parents  toward t h e i r  schools  a s  i t  is, nbw, i n  the  
a t t i t u d e  of the  users  of the  publ ic  h o s p i t a l ,  o r  the  inmates of a correct-  
i o n a l  i n s t i t u t i o n ,  o r  of Indians sub jec t  t o  the  j u r i s d i c t i o n  of  the  Bureau 
of Indian ~ f f a i r s .  \ 

* There i s  a new e f f o r t  t o  focus on results. There is a v i s i b l e  i q a t i e n c e  
with in ten t ions  . . . =d with statements of what is  t o  be accomplished . . . and a growing i n t e r e s t  i n  \what is, i n  ' f a c t ,  accomplished. The dispo- 
s i t i o n  (evident u n t i l  f a i r l y  recent  years)  t o  blame senr ice  inadequacies, on 
t%e f a i l u r e  of l e e i s l a t u r e s  and o t h e r  pol icy  bodies t o  fund programs /ade- 
quately i s  fading. I n  the  a r e a  of h e a l t h  and h o s p i t a l s ,  f o r  example, the  
conviction is  now f a i r l y  wel l  e s t ab l i shed  t h a t  add i t iona l  funding does no t  
necessa r i ly  result i n  increased q u a l i t y ,  o r  a v a i l a b i l i t y ,  of services .  In- 
s t ead ,  a t t e n t i o n  is now focusing on the performance of the  de l ivery  system. 

, * There is, ds a consequence, a new demand f o r  accountabi l i ty .  This is, as  
, y e t  , a badly-def ined concept-. It conceals p a r t i c u l a r l y  the  quest ion of 

whose judgment cont ro ls :  Is the  organiza t ion  de l ive r ing  s e r v i c e s  t o  be 
L 

accountable d i r e c t l y  t o  i ts  "customers"? O r  t o  the  pol icy  bodies repre- 
sen t ing  the  pub l i c  a t  l a r g e ?  O r  t o  both a t  once? . . . a s ,  f o r  example, 

- the q u f  a c t u r e r s  of autonobiles a r e  account able  t o  the  governmental 
s tandard-se t t ing  agencies and t o  the  choices expresyed by the  ctstomers. 

b. I n  many important s e r v i c e  a reas  pol icy  bodies increas ingly  r e f l e c t  the  v i e w s  
of "custdmers" r a t h e r  than providers .  L i t t l e  not iced ,  and not  consciously 
placned o r  d i rec ted ,  a major change has gradually been taking p lace  i n  the  
makeup of e l ec ted  and appointed pol icy  bodies a t  various leveqs -- =d i n  the  
p r i v a t e  s e c t o r  a s  well a s  i n  the  pub l i c  s e c t o r .  Essen t i a l ly ,  i t  involves, a 
gradual substitution, of l a y  c i t i z e n  menbers f o r  various types 06 profess ionals  
and represen ta t ives  of  particular i n t e r e s t s .  The essen-t ial  r e s u l t  i s  t o  pro- 
duce a c l e a r e r  separa t ion  and d i s t i n c t i o n  between the  bodies and the  ind iv i -  
duals  t h a t  a r e  responsible f o r  s e t t i n g  pol icy  . . '. and the  bodies and the  

/ 

i nd iv idua l s  t h a t  a r e  r e s p o n s i b l g f o r  car ry ing i t  out .  Spec i f i ca l ly :  

* I n  education . . . the  Higher Education coordinat ing  ~ o a m i s s i o n  was remade 
by the  1971 f inneso ta  Legis la ture ,  which remove'd from i t s  board o f f i c i a l s  
of t h e  i n s t i t u t i o n s  f o r  which the Commission was t o  set pol icy ,  and sub- 
s t i t u t e d  l a y  c i t i z e n  rembers. 

* I n  hea l th  . . . the  h o s p i t a l  planning agencies i n  the  Twin Cities area ,  
o r i g i n a l l y  e s t ab l i shed  a s  voluntary assoc ia t ions  of the  h o s p i t a l s ,  and 
made up heavi ly  of adminis t ra tors  and h o s p i t a l  t r u s t e e s ,  have been trans-  
formed i n t o  a l le t ropol i tan  Health Board whose majori ty is  now l a y  c i t i z e n s .  

* I n  engineering . . . the itinnesota Highway Department is  now headed by a 
J ' Coqrmissioner who is  n o t  a p ro fess iona l  engineer. 

* I n  t h e  s o c i a l  welfare  f i e l d  . . . t h e  Minnesota Department of  FJelfare is 
now headed by a Commissioner who i s  not  a profess ional ,  s o c i a l  worker. 

,I . 



* In  law, medicine and journalism. .-. . changes of a s i m i l a r  na tu re  appear 
t o  be under way. Committees of the l e g a l  profess ion a r e  opening up t o  lay  
representa t ion,  f o r  the  review of such matters a s  fees  and profess ional  

, spons ib i l i ty .  So, i t  appears,  a r e  committees within the  medical profess- 
ion. And i n  journalism t h e r e  has now been created  i n  Plinnesota a Press 

-, Council with some j u r i s d i c t i o n  t o  review t h e  performance of the  pr in ted  
/ media. I 

I 

* In business . . . one of the  cur ren t  top ics  of discussion is  the  r o l e  and 
makeup of the  board of d i r e c t o r s  of corporat ions,  turning around the  idea  - 

, of a reduced inf luence  of management wi th in  the  -board and a l a rge r  voice 
f o r  "professional" d i r e c t o r s  o r  c i t i z e n s  represent ing t h e  public.  

* I n  government . . . the re  has  been recent ly  a marked s t rengthening of dol -  
i cy  bodies. I n  county government, the  county boards a r e  emerging much i 

more c l e a r l y  a s  the  policy-making bcdtes.  I n  s t a t e  government, reorgani- 
/ zat ions  tend t o  s t rengthen the  r o l e  of the "policy executives .*' The , 

Minnesota Po l lu t ion  Control Agency w a s  r e b u i l t  i n  1969 by the Legis la ture ,  
t o  reduce, i f  n o t  e l iminate ,  the p r a c t i c e  of  "designating sea t s"  f o r  par- 
t i c u l a r  interests. . .I \ 

This l a r g e  change appears t o  s t e m  from two sources: ' 
\ 

* A growing des i re  t o  g e t  b a s i c  policy i s s u e s  ra i sed ,  re-examined and sst- / 

.- - t l e d  i n  major problem areas.  This had simply proved t o  be very d i f f i c u l t  
-. 

\ 
t o  do where the  pol icy  boards w e r e  s o  l a rge ly  made up of representa t ives  
of the  i n t e r e s t s  t h a t  would be  a f fec ted  by any change. 

, 
/ 

L * A d e s i r e  t o  accommodate t h e  growing t h r u s t  toward c i t i z e n  p a r t i c i p a t i o n  
( in  Ninnesota, a t  l e a s t )  n o t  by forming a d d i t i o n a l  ve to  groups t o  s t rug-  

- /  
g l e  with admins t r a t o r s  , but ,  r a t h e r ,  by channeling t h i s  increased c i t i z e n  
i n t e r e e t  d i r e c t l y  i n t o  the representa t ive  i n s t i t u t i o n s  i n , t h e  governance 
sys  tern. 

Other changes have, of course, accompanied t h i s  b a s i c  change i n  t h e  makeup 
of the policy body. The nsw c i t i z e n  members, being l a y  persons, have, of 
course, had t o  be supported by s u b s t a n t i a l l y  increased s t a f f  and informa- 
t i o n a l  resources: We see, as a r e s u l t ,  the rapid  expansion of program bud- 
get ing and the development of much improved informations systems. Th%s has _ 
been -qu i t e  v i s i b l e ,  f o r  example, i n  t h e  improvements made i n  recent  years  , / 

i n  the Pfiriesota Legis la ture  . . . o r  i n  the Minneapolis City Qunci l ,  which 
has been strengthening i t s e l f  by separa t ing  i t s e l f ,  in'part,  from i t s  t ra -  \ 

d i t i o n a l  adminis t ra t ive  du t i es .  

I The response i s  n o t  y e t  as  c l e a r  t o  another pressure  set up by t h i s  b a s i c  
I change . , . which is t h e  pressure on our sys  ten f o r  the  recruitment and i -.-training of  persons moving i n t o  these policy pos i t ions  i n  e lec ted  and ap- 

pointed o f f i c e .  
/ 

I 

k. With h i&er  l e v e l s  of government coming, now, t o  pay subs fan ti all^ the  f u l l  
-. Cost of se rv ices  delkvered by o_ther l e v e l s ,  the "grant i n  a i d W , i s ,  i n e ~ i t -  

L ably,  taking OIL -w,-re- -aqd --re fie- cha_racter_p_f*urchase of se rv ice  A l e v e l  
of "contract1' is  implied . . , though the  standards and safeguards present  
genera l ly  i n  purchasing a r e  almost t o t a l l y  absent ,  

7 - 

- 

- ,- 
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* The a v a i l a b i l i t y  of non-property sources of revenue t o  "higher" lyvels-of  
government, cogpled with the  des i re  t o  keep the del ivery  i n s t i t u t i b n s  as 
l o c a l  a s  poss ib le ,  produces year by year l a r g e r  and l a r g e r  s t r e a m  of money 
klowing from t h e  federa l  government t o  the  s t a t e s ,  and from the  states t o  - 
the  l o c a l  qmits. Tinere seems-every reason t o  be l i eve  t h i s  w i l l  continue: 
The f e d e r a l  government, under any a d r d n i s t r a t i m ,  appears t o  p r e f e r  t o  hpve 
i ts  sb j e c t i v e s  c a r r i e d  out  through s t a t e  and l o c a l  i n s t i t u t i o n s ,  createill 
'anew, i f  necesss'ry , r a t h e r  than through extension of f e d e r a l  government 
organikation . i n t o  the  s t a t e s  m d  l o c a l i t i e s  on the  model of the pos t  o f f i ce .  

The expansion of grants-in-aid has been q u i t e  dramatic within-Minnesota, 
as between the  s t a t e  and i t s  l o c a l  u n i t s ,  Aids t o  elementary and secosd- 
ary education, f o r  example, t r i p l e d  between 1962 and 1971: from $132 m i l -  

\ l i o n  t o  $339 mil l ion.  They w i l l ,  of course, rise s t i l l  f u r t h e r  i n  1972, 
with the change i n  pol icy  which w i l l  increase  the t o t d  element of s t a t e  
a i d  support f o r  education t o  about 65% of t o t a l  maintenance cos ts .  Grants 
t o  l o c a l  government f o r  welfare  programs have increased from $53 mil l ion  
i n  1962 t o  $255 mil l ion  i n  1971. And general  grants  t o  l o c a l  government, , 
f o r  a va r ie ty  of purposes, increased by 860%: f ron  $38 mi l l ion  i n  1962 t o  
$327 mil l ion  i n  1971. 

I n  t h i s  sense a grant-in-aid program, such as the  federa l  a i d  highway pro- 
gram, can be seen a s  a kind of r e la t ionsh ip  i n  which the  n a t i o n a l  govern- 
ment, se&king the  developwnt of a na t iona l  road sys ten ,  p re fe r s  n o t  t o  
b u i l d  the high-says i t s e l f ,  but  -- f o r  the  purpose -- "contractsQs with the  
state f o r  the provision of t h i s  service .  Simi lar ly ,  the  n a t i o n a l  govern- 
ment i n  implementing i ts  low-rent p h l i c  housing program con t rac t s  with 
s ta te-created  l o c a l  agencies f o r  the construction and management of the  
proper t ies .  

* There is a l s o  beginning t o  be more e x p l i c i t  contrac t ing f o r  se rv ices  be- 
w e e n  and among governmental agencies. Some of t h i s  has long been prac- ,- 
t i ced ,  bu t  has  been s t imula ted  by the  fecieral grant  programs f o r  urban 
services .  I n  P'Ilnneapolis, f o r  exauple, the  federa l  government makes a , 

- grant  t o  the  City of Yinneapolis Health Department f o r  the  provision of - hea l th  se rv ices  i n  t h e  P i l o t  City a rea  of nor th  f inneapol is .  The Health 
Department, i n  turn ,  contrac ts  wf t h  Hennepin County ~ e n e r a l  ' ~ o s p i  tal  ac t -  
ua l ly  t o  s e t - a p  and run the m d i c a l  cl inic.-  

- 

,Non-governmental organizat ions are now being thought of -- and used a s  -- p a r t s  
o f  the  o v e r a l l  system f o r  the del ivery  of 'services. Health, education, welfare,  
t ranspor ta t ion  and criminal  j u s t i c e  . . . a l l  a r e  seen t o  be mixed, pub l i c  grid 
pr ivate .  Public planning i s  increas ingly  broadening t o  inc lude the  p r i v a t e  
s ide .  And pub l ie  pol icy  is  increas ingly  concerned about the ef fec t iveness  of - 
the  p r i v a t e  s i d e .  But i n  some cases, too, publ ic  bodies are con t rac t ing  w i t h -  
the  p r i v a t e  s e r v i c e  organizat ions,  as programs appear, and expand. \ 

* This new re la t ionsh ip  emerged out  of growing pub l ic  concern about the  cos t  - 
of e s s e n t i a l  se rv ices  . . . such as  hea l th ,  housing, education and a broad 
range of s o c i a l  semnlceq. P o l i t i c t a n s  and p ~ l i c y  _bodies recognized the 
need f o r  2hhesse t o  -be aya i l ab le  and access ib le  broadly t o  a l l  income groups 
- . . . and recognized the  ex ten t  t o  which r i s i n g  c o s t s  were making them un- 
ava i l ab le  t o  lower income groups. There was, however, l i t t l e  enthusiasm 
f o r  godernment t o  take over the ownership OF hosp i t a l s ,  c l i n i c s ,  housing 
construction firms, o r  p r i v a t e  col leges ,  and t o  operate them publicly.  - - , 

- 



, There developed again,  as a r e s u l t ,  another flow of money . . . %n t h i s  case 
from government2 t o  p r i v a t e  organizat ions.  A f a i r l y  s t r o n g  preference was 
es tab l i shed  f o r  "non-profit" p r i v a t e  agencies, as r e c i p i e n t s  of these  funds . '. . which has  s t imula ted ,  i n  recent  years,  a rapid  expansion of t h e  non- 
p r o f i t  corporat ion,  p a r t i c u l a r l y  i n  housing and f o r  the  provision of a num- 
b e r  of s o c i a l  se rv ices .  

- 
This arrangement f o r  ( in  e f f e c t )  the  purchase of s e r v i c e  from p r i v a t e  or- 
ganisatdons presented real advantages t o  the  governmental pol icy  body. In \ 
many cases t h e r e  e x i s t e d  a f a i r l y  l a r g e  number of p o t e n t i a l  supp l ie r s  -- 
severa l  ,hospitals  i n  a major commmity, f o r  example, o r  severa l  non-profit  
h o k i n g  corporat ions.  Arrangements were f a i r l y  simple. Exis t ing  p r i v a t e  
employees could be used, as  an a l t e r n a t i v e  t o  the  expansion of government 
adminis t ra t ive  personnel. Because the  organizat ions d id-not  "belong" t o  
the  government, c r i t i c i s m  f o r  substandard performance was e a s i e r  . . . and 
the  re la t ionsh ip  could be terminated i f  necessary. Overa l l ,  the  gain i n  
f l e x i b i l i t y  w a s  considerable. And publ ic  se rv ices  could be expanded fa ter. 

2 - 
The "purchase of services '  concept has been d r a & t i c a l l y  expanded under the  
1967 arikndments t o  the  n a t i o n a l  welfare law. Essen t i a l ly ,  these  opened up 
a program of 3:l f e d e r a l  matching a ids  f o r  states and counties t h a t  would / 

undertake t o  secure  c e r t a i n  s o c i a l  se rv ices  by contrac t ing wi th  o the r  pub- 
l i c  o r  wi th  p r i v a t e  supp l ie r s .  (Tine background and implementation of t h i s  
program is much more f u l l y  t r e a t e d  i n  the  discussion sec t ion  later i n  t h i s  
report . )  The opportunity i n  t h i s  fashion t o  quadruple s t a t e ,  l&l o r  
p r i v a t e  d o l l a r s  going i n t o  s o c i a l  se rv ices  kas -- n o t  su rpr i s ing ly  -- pro- 
duced a rapid  expansion of t h e  contrac t ing approach. 

* The arrangement has a l s o  macfe i t  poss ib le  f o r  the  governmental bodies t o  
use t h e i r  grants,' o r  con t rac t s ,  t o  r e s t r u c t u r e  these p r i v a t e  service sys- 

- - tems, tjhere experience indicated  t h i s  would be  necessary t o  secure t h e  de- 
s i r e d  results. Two q u i t e  d i f f e r e n t  kinds of problems appeared. 

\ Some service systems,were unresponsive because they were e s s e n t i a l l y  mno- 
, p o l i s t i c .  There i s ,  almost l i t e r a l l y ,  no o t h e r  agency ava i l ab le  t o  do the  

job. As a result, the  system f e e l s  l i t t l e  pressure  t o  change, t o  innovate, 
o r  t o  respond t o  complaints o r  suggestions from its users.  This, is ,  as  we\ , - understand i t ,  t h e  complaint made agains t  the  hea l th  ca re  system. 

, > 

/ 
Some systems a r e  unresponsive, on the  o the r  hand, because the  individual  
u n i t s  are s o  many and s o  small and s o  independent and s o  s h o r t  of c a p i t a l  

1' resources t h a t  they do no t  form a s y s t e n  ab le  t o  move and ad jus t  and ex- 
pand t h e i r  output with s u f f i c i e n t  r ap id i ty .  Tinis s i t u a t i o n  character izes  
the  howing  i n d u s t q ,  and some human s e r v i c e  programs such a s  day ca re  \ 

programs. - 
6 .  \!The "contracting" arrangement emerg;ng, by i t s  veiy rzatwle, enlphasizes responsive- - 

ness - and resul t s .  I t  w i l l  work, howeuer, only i f  the poZic,v bodies are able to  '. 
choose amng several potential suppliers, thus t o  reyard agencies that are care- 
ful about their  costs .  , - 
Our Task Force was convinced t h a t  t h e  con t rac t  r e la t ionsh ip  o f f e r s  ,the p o t e n t i a l  
f o r  the changes which,seem e s s e n t i a l  . . . prec i se ly  because it tends s t rongly  t o  

.. f a r c e  a d e f i n i t i o n  o f  ob jec t ives ,  on the  p a r t  of the  Suyer, and of resul ts ,and - 

performance, on the p a r t  of the  seller. This can be  c r i t i c a l l y  important,  as the  
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, . policy bodies increas ingly  set p r i o r i t i e s ,  and s t rugg le  t o  maintain the  l e v e l  of 

publ ic  se rv ices  i n  the  face of r i s ingm costs .  But it  does no t ,  by i t s e l f ,  give 
_ them s u f f i s i e n t  a b i l i t y  t o  r e s t r a i n  the  rise of u n i t  cos ts .  Two problems a r i s e :  '\ . 

One i s  the  sole-suppl ier  s i t u a t i o n ,  which confronts the publ ic  bodies respon- 
s i b l e  f o r  a good many se rv ice  areas.  Such an arrang3ment contains an a l m s t  
f rresis t a b l e  pressure  t o  expand prograus , s i n c e  operat ing agencies f e e l  no - 
pressure  t o  r e s t r a i n  t h e i r  un i t  cos ts .  Policy bodies w i l l  be he lp less  age ins t  
these increas ing cos t s  i f  they have no options . . . no o the r  providers to  
which they could tu rn  i f  they a r e  d i s s a t i s f i e d  by the  cos t s  charged by t h e i r  
present  supp l ie r .  

\ 

Essen t i a l ly  t h i s  s i t u a t i o n  now seem t o  p r e v a i l  i n  pub l i c  education i n  Minne- 
SOta, ' t~here t h e  Leg i s la tu re  has now contracted,  i n  e f f e c t ,  t o  pay subs tan t i a l -  
l y  the  f u l l  cos t  of educating pupi ls .  A law has been passed l i m i t i n g  the  
r a t e  of increase  i n  property t a x  l e v i e s  f o r  schools. But t h i s  is  not  the 
same a s  con t ro l l ing  u n i t  cos ts .  And -- because the s t a t e  has  now assumed the 
b a s i c  r espons ib i l i ty  f o r  f inancing education -- a real p o s s i b i l i t y  exists t h a t  
the  l o c a l  publ ic  school d i s t r i c t s  which organize and provide the  se rv ice  . . . 
bearing, now, v i r t u a l l y  none of the  respons ib i l i ty  f o r  r a i s i n g  the funds . . . 
w i l l  accede t o  a l l  kinds of p rac t i ces  which increase  u n i t  cos t s ,  simply pass- 
i n g  on t o  the  Leg i s la tu re  the  l a r g e r  b i l l .  The Legis la ture  would thus be pre- 
sented  with a dilemaa: t o  r e j e c t  the  higher cos t s ,  sv i th  the knowledge t h a t  
t h i s  woukd then reduce the program offered;  o r  t o  maintain the  program and 
accept the  r e s p o n s i b i l i t y  f o r  increas ing i ts a i d  and taxes. -One way ou t  of 
t h i s  dilemma would, of course, be f o r  the Legis la ture  t o  take con t ro l  of the 
u n i t  cos t s  i t s e l f  . . . f o r  example, s e t t i n g ,  a t  the  s t a t e  l e v e l ,  a l l  teacherss 
s a l a r i e s .  I f  t h i s  is no t  t o  happen, then it would s e e m  the  Legis la ture  w i l l  
have t o  'find some way t o  encourage t\e l o c a l  school d i s t r i c t s  themselves t o  be 
concerned with increases  i n  t h e i r  own u n i t  costs .  This could happen i f ,  f o r  
t h e  f i r s t  t i m e ,  a school d i s t r i c t  whose cos t s  got too f a r  out  of l i n e  w e r e  t o  
f i n d  i t s e l f  confronted with the  prospect  t h a t  senr ice  were t o  be purchased in-  
s t e a d  from an a l t e r n a t e  supp l ie r  ab le  t o  d e l i v e r  the s a m  program a t  a lower 
cost .  

, 

It is on p rec i se ly  t h i s  p r inc ip le ,  of course, t h a t  pub l i c  bodies do buy build-  
ings and b t h e r  suppl ies  m d  "hardv~are.~' 

b. The o the r  i s  t h e  need f o r  new incent ives  t o  encourage the  duppl ier  -- whether 
a pub l i c  o r  a p r i v a t e  orgdnizat ion -- t o  complete h i s  defined assignment a t  
the lowest poss ib le  _cost. I n  the  t r a d i t i o n a l  arrangement increases  i n  cos t s  
and p r i c e s  have f requent ly  been accepted a s  inev i t ab le ,  with pub l ic  bodies 

, accept ing(  even i f  grudgingly) e i t h e r  the  increases  i n  appropriat ion o r  the  
reduction i n  se rv ice  l e v e l  needed t o  make the  budget again balance. This 
should and can be changed. The b a s i c  "contract" should e s t a b l i s h  a responsi- 
b i l i t y  on the  organizat ion de l ive r ing  the se rv ice  t o  complete a defined as- 

> signme& i n  a manner s 5 t i s f a c t o r y  t o  the  body ordering the  service .  The ser- - vice  l e v e l  would be, i n  o the r  words, set i n  the  t e r n  of the contra_ct. The 
pressure  then f a l l s  on the supp l ie r  t o  hold down inc reases  i n  h i s  u n i t  cos t s  
during the  term of  t h e  contrac t .  ( I t  is not ,  of course, sxmply a matter of 
no t  los ing  moneyc The b e t t e r  the suppl ier  can hold down increases  i n  h i s  - cost$, without i n f l a t i o n ,  t h e  more of the, contrac t  p r i c e  he can keep as p r o f i t  
f o r  himself.) .. - 

, 
These arrangements a re ,  of course, f ami l i a r  i n  present  pub l i c  p rac t i ces  f o r  



the acqu is i t ion  of buildings and other  "hardware." They would be new, and 
a r e  u n f w l i a r ,  i n  t h e i r  appl ica t ion t o  seqvFces and o ther  "so£ mare." 
Changes would be needed, a's w e l l ,  i f  the supp l ie r  were t o  be a publ ic  agency, 
ra the r  than a p r i va t e  commercial organization . . . s ince  the  concept of "re- 
ta in ing  a s  profi t /  a por t ion of the  savlngs f ro= improved u t i l i z a t i o n  of s t a f f  
o r  f a c i l i t i e s s '  has l i t t l e  present  appl ica t ion t o  government agencies. (Yet , 
as our  Task Force was asked, "Why not?") - 

\ 

, The c r i t i c a l  element is, however -- again -- the opportunity f o r  t he  "purchaser" 
J t o  switch t o  another supp l ie r  f o r  a b e t t e r  combb-ation of p r i c e  and "product." 

/ , 
This element does not  much e x i s t ,  i n  the a rea  of pub l ic  services .  The tendency 
has been f o r  suppl iers  of se rv icg  - schools,  f o r  example -- t o  be given an ex- 
c lus ive  f ranchise  wi thin  a defined geographic area.  There is  even some t a l k  of 
t h i s  p r inc ip le ,  now, i n  hea l th  . . . a "public hea l th  d i s t r i c t "  f o r  primary care,  
i n  a f i e l d  where t he  p r i nc ip l e  of f r e e  choice of vendor has generally prevailed.  
And i n  t he  Mtnneapolis a rea  considerat ion is presen t ly  being given -- because of - L 

the troubles between t he  Mtnneapolis and Hennepin County l i b r a r y  systems -- t o  the  
c rea t ion  of a s i n g l e ,  countywide administrat ive organization f o r  the del ivery  of 
l i b r a r y  service .  

In  some ways w e  have seen t h l s  i s sue  more c l ea r l y  a t  the  na t iona l  l eve l ,  and i n  
the business s e c t o r  . . . with laws over the  past-'lOO years s t r i v i n g  t o  inaintain 
a competition i n  products and services .  The same i s sue  is .present in l o c a l  w l i c  
services .  Something of the  same e f f o r t  t o  encourage the  appearance of o ther  pro- 

, vipers may a l so  be required . . . no t  only by government, bu t  by such non-profit 
purchasers a s  t he  United E)mds, as w e l l .  

'L 

> With sof mare se rv ices ,  a s  with hardware, a l l  kinds oP dangers e x i s t ,  i n  a com- 
p e t i t i v e  arrangement. It would be an experiment. \&at is important is t o  see 
t h a t  the present  a r r a n s o e n t  is a l s o  an experiment, with its own dangers, and t h a t  
our lang-cherished i dea  of a responsive pub l ic  monopoly may well be one o f , t h e  - / dreams of reason, \ .. 

b - 
, - 

It i s  e s s e n t i a l  t o  recognize' t h a t  t h i s  challenge t o  -improve the u t i l i z a t i o a  of ' 
publ ic  do l l a r s  f a l l s  no t  only on governmental agencies but  a l s o  on the  p r iva te  - agencies operating on a " r ~ n - p r o f i r "  bas is .  In  so= ways i t  f a l l s  mre heavily 
on these  nonprof i ts ,  s incel they a r e  inevi tably  less sub jec t  t o  the  f i nanc i a l  con- 
t r o l  systems and to  the  p o l i t i c a l  oversight  on cos t s ,  and on r e su l t s ,  than are 
governmental agencies. - - 

The term "non-profit" is  -an unsat is f  ac-tory oae,  which does not w e l l  express the  
- c e n t r a l  d i s t i n c t i o a  we a re  t ry ing  t o  make. This is the  d i s t i nc t i on  between or- 
,ganizations (government a l  and non-governmental) t ha t  under r e a l  incent ives  t o  
control  t h e i r  co s t s ,  as ogposecl t o  those t h a t  are not. - 
This emerging s i tuatkm represents another opportunity for Minnesota, pe~ee iv ing  
basic trends and chmrges, t o  act dec&siveZy t o  move dead  of the rest  of the 
country. 

-, .. 
IIY recent years,  pa r t i cu l a r l y ,  t h i s  state has been extremely innovative i n  the 
development o f  ways to  make publ ic  i n s  t i  tu t ions  responsive t o  c i t i z en  concerns . . . t o  take control  of the  physical  problems -of urban development i n  the  Twin 
C i t i e s  metropolitan a r ea  . . . &d, most recent ly ,  t o  undertake a thorough-going - 
revision of t he  l oca l  gove&&t f i s c a l  system which has brought national at ten- 

. 

t ion.  These_inaovations bring not  only the  benef i t s  t ha t  come d i r ec t l y  with the 
7 

i 



reforms . . . but br ing a secondary benef i t  as  well: Frequently, the  demonstra- 
t ions  undertaken here a t t r a c t  subs tan t ia l  federal  o r  nat ional  foundation finan- 
cing . . . as the delivery of higher kducation se rv ices ,  and f o r  experitrents i n  
fhe organization of elementary and secondary education. 

a. -This w i l l  require  ar\. organized, planned, d i rected "research and developmn t" 
I 
program i n  methods of del iver ing "sof mare" services.  Experiments w i l l  be 

, needed i n  the development' of contracts  . . , i n  the masurement of objectives . . . i n  the  construction of new compensation systems carrying incentives 
both f o r  organizations and f o r  individuals  . . . and i n  the process of nego- 
t i a t i o n  o r  competqion through which a choice i s  made among a l t e rna t i ve  sup- 
p l i e r s .  - 

I 

b. This cannot happen without the aff i rmat ive  support of government -- part icu- 
l a r l y  of s t a t e  governmen< -- and pa r t i cu l a r l y  of the  Lepislature. We a re ,  
a f t e r  a l l ,  ta lk ing about publ ic  s e ~ c e s ,  f o r  which government is  responsible. 
S t a t e  government is  codng ,  more than ever before, t o  play a cen t ra l  r o l e  i n  
the shaping of the ove ra l l  system. And the  Legislature is ,  ult imately,  the 
"buyer" t h a t  puts up the money. 

S i e f i c a n t  accompZishment is ZikeZy t o  depend on the appearmtce o f  a strong ini- 
t ia t ive  from the private sector, and from btd~imss o ~ g m i z a t i m s  i ~ !  pmticuZar. 

\ 

Clearly, the  coop,eF.ation of both the  governmnt and the pr ivate  sec tor  i s  essen- 
t i a l  f o r  the  new kind of partnership arrangement f o r  s e ~ c e  delivery which we 
envision. Izethinkhg, replaming,  reorganizing w i l l  be necessary on both sides.  
A separate  question a r i s e s ,  however, about the manner i n  which t h i s  new arrange- 
ment 3 s  s t a r t e a .  We a r e  convinced t h a t  the  soundest and most productive approach 
would be fo r  the  change t o  a r i s e  f i r s t  within the  pr ivate  sec tor ,  perhaps i n  re- 
sponse t o  a s p e c i f i c  request from government. 

a .  It i s  not  inconceivable t ha t  the  i n i t i a t i v e  i n  develsping the proposal could 
come from publ ic  agencies presently del iver ing services  as publ ic  bureaus. 
ye do no t ,  however, regard t h i s  as l i ke ly .  

\, 

We s t r e s s  again: The e s sen t i a l  cha rac t e r i s t i c  of the "new model" delivery , 

mechanism w e  envision is  not t ha t  i t  i s  non-governmental, r a ther  than goveG- 
mental, but  r a the r  that  it  focuses on objectives,  and on r e su l t s ,  and is sub- 
j e c t  to  incen t i~res  t o  be conscious of i t s  costs. '  There are ,  presently,  some 
publ ic  and governrental agencies operating-on t h i s  bas i s  . . . public agen'cies 
s e l l i n g  e l e c t r i c i t y  to' publ ic  and pr iva te  cdpsumers on contract ,  f o r  example. 
And i t  i s  possible t ha t  the administrat ive s t a f f  af a school might want t o  
propose a new, s i ng l e  contract  with the  school board f o r  the performance of 
educational services  . . . o r  t ha t  the administrat ive s t a f f  of a municipality 
night  contract  with the"v i l l age  council f o r  the management cf  the community. 
Our Task Force talked,  i n  f ac t ,  with a school pr incipal  and a v i l l age  manager 
who suggested precisely,- these things. It seems t o  us, however, t ha t  these 
cases must be considered exceptional, and t ha t  -- as  a general ruze -- the  
t r a d i t i o n a l  'public se rv ice  agencies a r e  not  the places from which t h i s  new 
re la t ionship  i s  wst l i ke ly  t o  be proposed. 

b. The delivery of s e h c e s  ,on a results-oriented,  fixeil-price bas i s  i s  more 
. l og i ca l  f o r  organizations t ha t  a re  presently operating i n  a "market" situa-, 
' t ion.  Organizations, given time and i n t e r e s t ,  can change the ' f ield i n  which 



they operate. !.hat is harder is t o  change the  method i n  wh.$ch they operate.  
We bel ieve  i t  would be pa r t i cu l a r l y  d i f f i c u l t  f o r  non-profi t  organizations 
t o  undertake the type of cos t-conscious contract ing which needs t o  be devel- 
oped. We skould look, r a t he r  toward organizatiops t ha t  havk been operating 
i n  a competitive environment. Business f i m  of t h i s  s o r t  possess a number 
of cha r ac t e r i s t i c s  useful  and important t o  any pub l ic  pol icy  body seeking a 
new arrangement f o r  de l ive r ing  services  a t  lower u n i t  cost .  (?ar a f u l l e r  
discussion of these points ,  s e e  page 28.) Typically, such firms? 

* Are zccustorced t o  be measured by r e s u l t s  -- whether defined i n  terms of 
. volume of a c t i v i t y ,  o r  margin of revenue over cost .  

- * Possess f u l l y  developed systems 'for the  measurement and con t ro l  of cos ts .  
/ - 

'.. * Operate with incent ives  -- compensation systems providing motivation t o  
the  organization a s  a whole t o  pe_rform. -. 

' *    re accustomed t o  accepting the  p o s s i b i l i t y  of l o s s  o r  f a i l u r e  i n  re tu rn  
f o r  the opportunity to-earn, l a r g e r  rewards. - 

* Unde'rstand the importance of change and innovation, and a wi l l ingness  t o  
undertake ventures i n  the  search f o r  new ways t o  de l ive r  products o r  se r -  
v ices  a t  lower cost .  , ' 

, 

* ,Understand the importance of ,- and a r e  s k i l l e d  i n ,  marketing and promotion, - 
and i n  market surveys- and consumer research. 

\ ' 7 
% Listen and respond t o a t h e  preferences of constuners i n  sgCtuations where 

bther  providers a re  o f f e r i ng  competing and d i f f e r en t  products. 
- * Have access t o  the  c a p i t a l  resources needed t o  expand opef5tions and ser-  

vicB a s  demand r i s e s .  

c. The need is t o  challenge business t o  see  t h a t  en t ry  i n t o  t h i s  f i e l d  of pub- 
l i c  serxcLces i s  i n  i ts i n t e r e s t ,  as wel l  a s  wi thin  i t s  capab i l i t i e s .  

- ) - 
Probably i t  is  f a i r  t o  say business i s  n o t ,  a t  t h i s  point ,  or iented i n  t h i s  
d i rect ion.  , - 

\ * While business is increas ingly  thinking and ta lk ing  about its ro l e  i n  the  
\solut ion of s o c i a l  and urban problems, the  response s tops  sho r t  of what we 
think is e s sen t i a l .  Firms a r e  s e n s i t i v e  t o  the concept of "socia l  respon- 
s i b i l i t y "  i n  t e r n  of conducting t h e i r  present  a c t i v i t i e s  with g rea te r  
&rareness of t h e i r  impaet on the  physical  and soc f a l  environment . . . 
and i n  terms of the opportunity t o  contr ibute  bot) mney and time of indi-  
widuals from t h e i r  organizations t o  community en te rpr i ses  -- governmental 
o r  non-governmental. We do no t  f i nd  a s i g n i f i c a n t  awareness of the  des i r -  
a b i l i t y  o r  p o s s i b i l i t y  of en te r ing  the  f i e l d  of pubkic o r  community ser-  
v ices  with t h e i r  organizations a s  organizations.  This is what is needed. 

* Such a venture . . .,formally t o  o f f e r  t o  carry  out  a defined publ ic  d s -  
sim successful ly  'in re tu rn  f o r  a ,  defined \ do l l a r  payment . . . would re- 
present  a new and r isky undertaking. The f i e l d  of a c t i v i t y  may be unfam- 
i l i a r .  There w i l l  be heightened exposure t o  community controversy. And 
p r o f i t a b i l i t y  is .by no means-assured. 

. 
- ,  

i 
\ 

/ - 
\ 
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. - Nevertheless, we be l i eve  compelling reasons exis t  f o r  business t o  invest i -  
gate,  and t o  en t e r ,  t h i s  f i e l d  of se rv ice  delivery.  ! - 

* Services i n  general . . . and services  i n  which governmnt i s  a purchaser, 
i n  p a r t i c u l a r  . . . are ,  sure ly ,  a major growth s ec to r  i n  the  economy, A 
firm committed t o  ca re fu l  thinking about i ts futurq can ill afford  t o  ig- 
nore t h i s  trend. 

, 

* Differences between the  a rea  of publ ic  services  and t r ad i t i ona l  areas  of 
commercial a c t i v i t y  a r e  l i k e l y  t o  narrow i n  t he  fu tu re ,  a s  publ ic  con t ro l s  
and requiremehts continue t o  expand . . , . a s  they have recent ly ,  with re- 
spect  t o  the production of  automobiles, the production and t ranspor ta t ion 
of petroleum, the  production and marketing of c o n s u e r  durables, and the  
processing of food. 

- - * The po t en t i a l  f o r  p r o f i t  is l i k e l y  t o  b e r e a l ,  and'realizable. Government 
buys and business s e l l s  bui ld ings ,  vehic les ,  machinery, equipment and sup- 
p l i e s  on a for-prof i t ,  and p rof i t ab le ,  bas is .  There seems l i t t l e  reason 
t o  bel ieve  t ha t  the same re la t ionship  cannot develop with respect  t o  ser-, 
v ices ,  i f  cos t  and-performance can be defined. 

/ 

* A case f o r  en t ry  e x i s t s ,  even where the  prospect f o r  p r o f i t a b i l i t y  seems 
l i k e l y  -to run below the  r a t e  t ha t  could be achieved i n  present  o r  o ther  
prospective commercial l i n e s  of a c t i v i t y  . . . even i f  a venture should 
need t o  be conducted f o r  a t i m e  on a zero-return bas is .  A f irm could ap- 

.- propr ia te ly ,  we- bel ieve ,  t r e a t  the  margin of  Profit! foregone a s  essen t ia l -  
l y  its contr ibut ion t o  a p u b l i c  o r  community cause. 

c 

* There may be other-than-monekary considerat ions t h a t  would adequately -. j u s t i f y  ent ry .  Certainly,  p r i v a t e  organizations,  A n  t h e i r  capacity a s  
taxpayer, have a general i n t e r e s t  i n  the  mre e f f ec t i ve  and e f f i c i e n t  pro- 
v i s ion  of publ ic  services  . . . and i n  maintaining, general ly ,  the scope , -. and vigor of the  p r iva te  s e c t o r  i t s e l f .  

, 
9. !The T'chmge to a mre  "e,-pZicit fl cont~acting %iZ{ not =quire the repZazement of 

the present system: @?IF& i s  reqtjuimd is simply a st imlus to the pressnt sysbm. 
\ i 

' The change we a r e  suggesting w i l l  be evolutionary, even t o  the degree i t  becomes 
successful .  And i t  m y  never involve more than a pa r t  of the  t o t a l  system f o r  
the  delivery of services .  iJevertheless, i t  is  a c r i t i c a l l y  needed exper imnt ,  
and i t  needs t o  begin now. As-.the change gets  s t a r t ed ,  i t  w i l l  be he lp fu l  t o  

, keep a few key p r inc ip les  i n  mind: / 
\ 

a .  A l l  the various se rv ice  'areas nus t be open f o r  re-examination. Just  a s  w e  
would no t  foreclose'the idea  of governmental bodies beginning t o  de l ive r  se r -  
vice i n  areas  where the  providers a r e  now primarily p r iva te ,  s o  we bel ieve  
the  oppdrtunity f o r  contracting and f o r  the  en t ry  of new prsviders must oc- 
cur a l s o  i n  areas  i n  which the delivery, system is now primarily governmental. 
Hennepin County bas; f o r  exaoqle, over the l a s t  ten  years bas ica l ly  reappra- 
i s ed  the  d e s i r a b i l i t y  of re ta in ing  -- and, i n  f a c t ,  rebuilding -- a publ ic  
hosp i t a l / c l i n i c ,  i n  a f i e l d  which, of course, i s  primari ly p r iva te  . . . and 
has determined t ha t ,  i n  t h i s  sense,  a "mixed" system w i l l  be retained.  

\ 
b.   he c ruc ia l  "mix" however is  not  t h a t  of publ ic  and p r iva te ,  bu t  t ha t  of 

organizations on appropriat ion and those on fixed-price contracts .  In  t h i s  



sense,  too, the  h e a l t h  f i e l d  appears to  be changing,as a b a s i c  r eappra i sa l  
i s  made of the h o s p i t a l  and medical i n s t i t u t i o n s  which have n o t  been sub jec t  
t o  the  d i s c i p l i n e  of l imi ted  resources. ("In no o t h e t  realm of e c o n o ~ c  l i f e , "  
a leading au thor i ty  wrote a few years  ago, "is repayment guaranteed f o r  cos t s  
t h a t  a r e  n e i t h e r  regula ted  by pub l ic  au thor i ty ,  nor control led  by competition, 
and i n  which no incen t ive  f o r  economy can be discerned.") T h i s j l s  a good 
example of the  b a s i c  p o i n t  w e  make: It does no t  appear t o  be contemplated - 

t h a t  the so-called "health maintenance organizat ions" now being dqrueloped 
t o  contrac t  with the r e c i p i e n t s  of hea l th  care  servi~es on a price-conscious , 
and results-ordented b a s i s  w i l l  come t o  replace t o t a l l y  the present  fee-for- 
se rv ice  systein. The idea  is  t h a t  these  w i l l  supplement the  present  system . . . w i l l  provide a choice . . . and w i l l  provide a sCimulus t o  the'remain- 
de r  (which may continue t o  represent  the 'na jo r i ty )  of  the  system.- 

c. It is important t o  move with r e a l  dispatch.  Where change comes slowly, i t  
must be s t a r t e d  ea r ly .  While we  wa i t ,  the r i s e  of cos t s  i n  publ ic  se rv ices  
continues, inexorably. The purchase-of-service program needs to-be pu t  i n  
q rder  before  the  Sncreasingly l a r g e  sums of d o l l a r s  become involved i n  so& 

I 
se r ious  challeage: I t  i s  e s s e n t i a l  t o  Gders tand  t h a t  what is  y d e r  way, 
e s s e n t i a l l y ,  i n  t h i s  program is the spending of l a r g e r  and l a r g e r  sums, of , 
publ ic  money t o  purch'ase se rv ices ,  usually e i t h e r  without negot ia t ion '  or; y 

competitive bidding among supp l ie r s ,  with few of  any cos t  con t ro l s ,  and w i t h  
/ l i t t l e  a b i l i t y  t o  determine what is ,  i n  the  end, de l ivered i n  r e t u r n  f o r  the 

d o l l a r s  expended, 

, d. The e f f o r t  must be regarded a s  an expqriment. It  is probably impossible t o  
know f o r  certain;' a t  t h i s  point ,  t h a t  the extens ion of the  use of the  con- 
t r a c t i n g  arrangement w i l l ,  i n  f a c t ,  produce the  r e s u l t s  w e  hope f a r .  It is, 
however, worth t ry ing  . . . because i t  i s  the  essence of the contrac t  a r -  
rangement t h a t  the buyer must set f o r t h  c l e a r l y  h i s  object ives ;  and the  sell- \ 
er must def ine  what is being furnished i n  r e t u r n  f o r  the do l l a r s  paid. It 
therefore  addresses what have seemed t o  us t o  be  two of the c r i t i c a l  problems 

- i n  the del ivery  of pub l i c  se rv ices  i n  t h i s  s t a t e  and this point  i n  t inre:  The 
need f o r  c l e a r e r  s tatements of object ives  and p r i o r i t i e s ,  and some r e a l  meas- 
urement of the  resu$tsX achieved. So i t  is worth trying.  More than t h i s  : 

r Many d i f f e r e n t  things a r e  worth trying, ,  s ince  no one knows what w i l l ,  i n  
' f a c t ,  succeed. The experiments must be broad f n  scope. And they must per- 
@st over a reasonable period of  years. , 

? 
- e. The e f f o r t  to  con t ro l  cos t s ,  while important,  musf n o t  obscure tbq c e n t r a l  

, objec t ive  . . . which is t o  maintain and improve service6 and to make the  - 
se rv ice  de l ive ry  organizat ions more responsive t o  the needs of the  people , 
being served. The f r e e i n g  up of f i n a n c i a l  resources, wh'ich w e  be l i eve  w i l l  
r e s u l t ,  i s ,  of  course, a means t o  an end: The e f f o r t  t o  enlarge the  range 

J of organizat ions  i n t e r e s  ted  i n  supplying se rv ices  t o  policy hofies ,/ while - 
- i t  should r e s u l t  i n  b e t t e r  u t i l i z a t i o n  and lover' cos t ,  w i l l  provide a t  the , . 

~ r v i c e s .  For same t i m e  a l a r g e r  range o f  choices t o  IAe r e c i p i e n t s  of 6, 
\ various reaeons, the  range of choices may no t  be a s  broad Sn some se rv ice  

a reas  a s  i t  is,  f o r  example, i n  hea l th  ca re  -- where the  "f ree  choice of 
vendor" policy has dominated, almost from the  beginning of the pub l ic  hea l th  - - iasurance programs. Even a l imi ted  opportunity t o  choose . . 5 t o  " s w i ~ "  
between organizat ions can have important consequences, however: Pub l ic  - 
o f f i c i a l s ,  l i k e  businessmen, watch trends i n  pub l ic  preferences c lose ly ,  and 
f requent ly  make s i g n i f i c a n t  adjustments a s  a r e s u l t  of  even f a i r l y  small  
percentage s n i f t s  . The direct correla-tion between the opportunity f o r  

r r- 

2 

, - 
< , '\ 



, 
maningful  choices, an4 the  responsiveness of the  organizations o f fe r ing  

I - - services-, i s  cen t ra l .  

This extension of the  "choicets p r inc ip le  cannot, of course, be the  only con- 
t r o l  on the qua l i t y  of the  ' services  delivered:  No one believes t h a t  the 

\ choices made by well-informed consumers among competing a i r l i n e s ,  f o r  ex- 
ample, a r e ,  by themselves, enough t o  insure  a s u f f i c i e n t l y  high quality/of . 
a i r c r a f t  maintenance and'safety. Yet t h i s  element of customer choice among 
competing a i r l i n e s  i s  a p a r t  of the s 'accountabilitys'  mechanism which v i s ib ly  
deternines -- and improves -- t h e i r  p e r f ~ m a n c e . ~  - 

i 

,- f .  The primary need is f o r  the  p o  methods of service  delivery con<inuously t o  
be t e s t ed  agains t  each ,other. A system of contracting with organizations 
(goveqmental and non-governmental) that-are under c l e a r  and -strong incen- 
t i ve s  t o  minimize t h e i r  co s t s  can -- i f  unrestrained -- serve  the publ ic  
i n t e r e s t  ag badly i n  c e r t a i n  s i t ua t i ons  a s  a system of bureaus o r  n:n-profit 
agencies (governmental o r  non-governmental) unrestrained by any accotmtabil- 
i t y  f o r  cos t s  and r e su l t s .  Neither should be used t o  the  exclusion o f  the 

/ other.  I n  s t a t e  government, a s  i n  (fo'r example) federa l  procurement i n  re- 
./ 

cent  years . . . the general  publ ic  i n t e r e s t  lies i n  keeping a l i v e  a t  a l l  
,- times the options t o  switch from one sys tern t o  the  other.  Even the  possi- 

b i l i t y  of a change can work powerfully t o  keep a "delivery" organization 
responsive t o  the  object ives  of its c l i en t .  The overriding need a t  t h i s  

/ time is  t o  introduce precise ly  t h i s  e f f ec t i ve  system of check-and-balance 
x i n t o  the  large  and rapidly expanding f i e l d  of human and s o c i a l  services .  



l a a t  we'have presented here  4s an idea. It i s  a complex idea,  bo th  i n  concept and 
;in applicaeion. But i t i r i s  an important idea. We bel ieve  i t  bust be discussed. Arid 
-- wherever possible,  \and as soon a s  poss ible  -- i t imust  be_ t r i ed .  -. /, / 

, 
Qur essent i@_ recommendation, therefore,  is that,  the  coflgnunity now begin the Goad- 
est? poss ible  'discussion of what has been presented he're. FYTe h ~ p e  &the  idea w i l l  be 
discussed ,within governnlent. We hope i t  w i l l  be discussed within those groups thaf 
represent  ' the consumers of publ ic  services .  And, pa r t i cu la r ly ,  we hope i t  w i l l  be 
discussed by ie'aders i n  the  business community. / 

/ 
I - I 

1 

A s  t h i s  discussion beg ins ,  i t  w i l l  be importank t o  recognize t ha t  our analys is  has . - 
\ F d i s  tinguished two somewhat d i f f e r en t  s i t ua t i ons ,  with d i f f e r en t  implic,ations f o r  the  

act ion tha t  might be taken, by governmnt o r  by businless. , 

, \  -* * pi& t, the re  a r e  those areas  of' community concern in which government ' 
-. i , agencies present ly  car~ry- the  primary respons ib i l i ty  f o r  the performance 

of service .  It is- i n  t h i s  s i t u a t i o n  tha t  t he  p r inc ipa l  opportuhit* . , ,  
e x i s t s  .for the  use,_of "con,tracting" t o  &large .the d ivers i ty  of choice ', 

, . , offered t o  t h e  pugl ic  and tq  increase  accbuntabil i ty 'to ,the bodies t ha t  
.\ - 7 make publ ic  &l icy  decisions.  y, . .  , -. . 

c 
, -. ,, -'\ 

\ * Second, the re  a r e  those areas  of commynify :concern i n  which services  a r e  
performed priT&rily by p r i v a t e  and frequently non-profit 0,rganizatioas . . . - o r  i n  which -no organization,  publ ic  d r  p r iva te ,  has assur;ned re-  " 

sponsibi , l i ty  for!$eir  performance at a l l .  I n  t h j s  s i t u a t i o n  the  oppor .~  .. \ 
i tpn i ty  i s  f o r  some c o q e t e n i  organization simply t o  move, on its 

! i ;  

Yni t ia t ive ,  t o  undertake the iezvice  t ha t  needs : th be performed, o r  to 
, d 

1 
- be b e t t e r  p e r f o h d .  ' , 

- I , .. 

); Once again: What we propdse i s  the  t e s t i n g  td a -hypothesis '. . i an experiment.- , 
Our case i s  no t  t h a t  the  idea  we have 'described hll w r k , , & u t  - that  k t  dhould , . 

t r i ed ,  - -- 
\ 1 ,. ,,, , \ 1' 

'., i . , * * * * * * * * . *  * ' Y  
' --. i /- \ r 

\ ,/ 
: \ 

\ ;- 
Our proposal . . i our &allenge '. . . t o  the  Twin Cities community can - therefore  

' be s t a t ed '  q u i t e  simple: ,. ' L ,- - , , 

.~.. , I - 
i- / '  

1 )  W; urge the mnjor $ovemmental and business ins t i tu t ions  t o  or9a&$ thernselws, 
during the fa22 o f  1978, t o  undertake an exmqtmtion of the tdea advanced-in 
th i s  -port as i t  might .be applied i n  a ser ies  o f  emrent &tern mas. 

L 

/ 
a) By "government" we mean the  pr incipal \pol icy  i n s t i t u t i o n s  -- both on'-the 

l eg i s la t ive ' and  op  the  kxecutive s i d e  -- a t  the s t a t e  and county l eve l ,  and 
- - perhaps a 1  o a t  the  municipal l e v e l  i n  certa?n of the  l a rge r  municipali t ies.  , , 

* \ S , - , 
I n  other-words: the, buyers of s e n d c e s  . . + . the  ,bodies t h a t  make the de-% 

*k- , cis ions  whether a se rv ice  is  t o  be provided* when; i n  what quant i tb ;  and 
- 

f o r  whom. f ,? , - ,  



b) By "business" we mean -- a s  a p r a c t i c a l  matter  -- the  f i r &  that-have their, 
- headquarters, and therefore  t h e i r  p r b a r y  s o c i a l  commitmmt-, &,ad t o  Mn- - - . nesota and the Twin C i t i e s  metropolitan area. , 

, - , 
-.--, I n  o t h q  ,words : the i r o v i d e r s  of services  . . . the  ~orFganizations able  

( ,  _-and'wil l ing t o  undertake a defined ass*ment f o r  a i i y e d  sum of monay, 
\ \ and f o r  a minimum re tu rn ,  i f  any; and t o  maintain t h a t  copmcltment f o r  a 

s i g n i f i c a n t  period of time. - - 
1 
I 

/ 

L , 
J \ - 

1 
,-, 

We would not  exclude from t h i s  d e f i n i t i o n  n n-profi t  p r iva te  o q g w i z a -  .) 
~ 

i' - .  

- , t ions  . . . o r  even a u n i t  of an e x i s t i n g  pub l ic  agency ( the s t a f f  of a 
-school, f o r  exampl'e, . o r  0.f. a corrhcfional-institution), .that might wanfrt&<, 

I I e n t e r  i n t o  a contract ing '.relationsh.ip :with its appropr ia te  -policy body. 
f 

. -  3 
? 

1, c) I n  our reference t o  "current  problew ardas" ;we. suggest --the following f o r  . '  , * 
-. \ -. s p e c i f l c  and de ta i l ed  study: , . \ .' , - , , , '>. - i .> 

-. 
i 

/ 
r 

/ * Day care -- Could measurable 7obj,$ictive_s /be developed f o r  Xhis  se rv ice ,  / 

- and p a r t i e s  compensated according t o  r e s u l t s ?  Shoii'ld t h i s  be shapq-l 
Y 

s p e c i f i c a l l y  around the operat ioq of -centers? O r  a s  family day care,  -, 
offered i n  p r i v a t e  homes? L 

\ . \ \ 
I r 

'\ -. 
/ * Nursing h o r i s  -- C a n  t h i s  se rv ice  be reshaped, from simple 'custody, d ,- - i n t o  a program i n  which some-party takes broader responsibil l i ty f o r  c 

the  v a r i o a  (physical ,  - s o c i a l  i r e c r e a t i d a l )  needs of t h e  e lde r ly ,  
and i n  which dis- incentives e x i s t  f o r  si-mple bed care? , - 

<< - 
\ * ~ d u c a t i b n  -- School boards i n  several. c i t i e s  are,now b e a ~ n i n g  t o  con- / ' 

, , t r a c t  with various kinds of organizat ions -- including proprietary'or- 
ganizations, ;- f o r  the del ivery  ,of educ i t iona l  s e w i c e s .  Sometimes ' . 1 

\ 1 (as i n  Gary, I n d i a n a ) - t h i s  involve$ k h o l e y c h o o l s ,  sometimes i t  invol-\ ,. 
ves speciakized programs wi th in  a school, o r  $ithin a d i s t r i c t .  .Might ' Y 

not  t h i s  be t r i e d  i n  the  Twin C i t i e s  a rea ,  too . . . e i t h e r  by contr'act- i - -. 
-ing wi th-a  non-school organizat ion,  o r  through rlie debice o'f a new, 

L results-oriented? con t rac t  s igned between t h e  Gshool board and an exist- - < _ i n g  admingstrative and teaching s t a f f  a t  a school? Why could not  ther  , 
J - s t a t e ' s  new Council o n  Quality Education so l i c i t - such  a proposal from , some i n n e a q i v e  s r h o c l  d i s t r i c t  i n  Minnesotal' / 

\ ,- 
I , 
k LegaZ se rv ices  -- Could organizations be formed t o  undertake respmsi- 

,' -. b-ility f o r  providing. lega1 , s e M c e s  t o  low-income areas? . \ r  - ,' \ 

\ \*. ~ o c i 2 1  se rv ices  -- Could the  programs bhich now prdvide home care,' 
y "chore" services ,  recreation-'services. e tc . .  t o  the  e l d e r l y  o r  non- 

e l d e r l y  l a r income popnrlaflon , be handlqd -b j  contracf , w i t h  r e s u l t s  
iden t i f i ed ' and  a-ccountabilit$enforced p a r t l y  by the  choice 03 t h e  
r e c i p i e n t s  of the  se rv ices?  1s i t  poss ib le  t h a t  a n m b e r  of these  
individual  s o c i a l  se rv ices  could he "packed together" and put  on a 
geographic b a s i s ,  t o  be -del ivered by a s+ngle organization under 

fl - m n t r a c t  with tk community council  of a p a r t i c y l a r  low-income . neighborhood? L 



Corrections f a c i l i t i e s  -- Could object ives be ket i n  such a way t h a t  
J 

t he  opera t ion  o f  these  i n s t i t u t i o n s ,  at t h e  state or-cgqmmity l e v e l ,  
cou la  be  undertaken by some party,on a contract;-b'asis? - , 

\ \ ' , 
Rehab i l i t a t ion  of ,of fenders -- Could t h e  expense incurred'  by the  s t a t e  
i n  thq inca rce ra t ion  of  offenders b e  t r e a t e d  as an insurance prop@- 
t i o n ,  wi th  some pa r ty  undertaking, i n  r e t u r n  f o r  a 'def ined payment, t o  , 

take r e s p o n s i b i l i t y  f o r  t h e  r e h a b i l i t a t i o n  o f '  an offender and t o  -corn- - 
pensate the  state f o r  t h e ' c o s t s  if a/second offense  should occur?' 

Manpower -- Could the  pub l i e  purchase: and could s h  par ty  take ,re- 
s p o n s i b i l i t y  for- providing, an in regra ted  s e r v i c e  t h a t  would involde 
iden t i ey ing  t h e  unemployed, determining t h e i r  s k i l l s ,  r e t r a in ing ,  job 
placement, and on-the-job counseling? . \, 

/ I 

\/ 

Tr-it m a r k e t i m  -- Could the  p a r t i e s  providing transit se rv ice  be-  
given , r e spons ib i l i ty  no t  simply f o r  running vehic les  33ut a l s o  f o r  in- 
c reas ing patronage . . . and compensated accordipg t o  r e s u l p ?  

\ 
. 

i \ 

Hous i r .~  manaRement -- Could houses i n  a neighborhood, l i k e  the  u n i t s  
i n  an a p a r m e n t  bu i ld ing ,  be  p u t  under a kind of organized manageknt, / 

responsib le  f o r  o v e r a l l  maintenance and centsail s e rv ices?  / , - 
L a d  assemb l p  -- Ci t i zens  League , s tudies  suggest  it'would b e  d e s i r a b l e  
i f  the  rebui ld ing $f the  80-ye*-old a reas  around t h e  c e n t r a l  cores 
took place i n  u n i t s  o,f somewhat l a r g e r  s i z e .  This requi res  the a s s e m -  
b ly  gf land parcels: 'Gqvernment cannot e a s i l y  do t h i s  i t s e l f ,  @t& 
publ ic-author i ty  and pub l i c  funds. Could some pa r ty  provlde t h i s  ser- 
vice-of  land assembly . . . o r ,  a t  a minimum, pre-assembly , leavinq 
I 1  hold-out" p a r c e l s  t h e  r e s p o n s i b i l i t y  of government? - .' 

I . 
J 

.Solid wi&<te -- Could new incendives ' b e  developed, t o  which p r iva te  
p a r t i e s  would respond f o r  t h e  recyeking, r a t h e r  than simply the  "dis- 
posal" ,' of  s o l i d  vas  tes ?'Should the  present  arrangements f o r  col lec-  
t i o n  be  reviewed s o  tha t - -whi le  maintaining i t s  combined fea tu res  f o r  
garbage and re f  use-incentives a r e  r e t a ined  f o r  ?axindm e f f i c i ency  i n  
service?  Is i t  conceivable t h a t  t h e  pub l i c  agencies responsible f o r  1 

ensuring proper d i sposa l  simply cont rac t  with privaJe p a r t i e s  f o r  t h i s  
N b  -- leaving t o  the  l a t t e r  t h e  decision about b e s t  t o  handle the  
d i sposa l?  ' - / 

, /-' 
Under-utilized housing -- The c rea t ion  of add i t iona l  housing not  through 
the  cons t ruct ipn  of new bui ld ings  b u t ,  r a t h e 5  by br inging onto the mar- 
k e t  u n i t s  nail e x i s t i n g  bu t  under-utilized wi th in  the  present  housing 
s tock.  The program should be  aimed pr imar i ly ,  bu t  by no means exclu- 
s i v e l y ,  a t  f ami l i e s  o f  low and moderate income. It w i l l  i n  some cases,  
bu t  not  i n  a l l ,  involve a physical  r e h a b i l i t a t i o n  of t h e  ' turnover '  ,_ 
housing u n i t s .  

, - , 
A - 

The Minnesota Zoo -- The development and opera t ion  of t h e  presently-l 
authorized s t a t e  zoological  garden . '. . om' the  s i te  ~ r o v i d e d  by the  
Minnesata Zoo Board, andYn l i n e  wi th  the  plan of  t h e  board, but  p r i -  , 

'-- va te ly  f inance3 from reasonable charges t o  t h e  public .  \ 

/ 



J , * , ~e ighborhood  c l i n i c s  -- The e a r l y  establishment of primary carekcenters 
I f o r  h e a l t h  s e r v i c e s , , p a r t i c u l a r l y  i n  t h e  l e s s a ~ e l l - s e r v e d  inner-clty. sesi- 

a den'tial areas of Minneapolis and St .  Paul., - 
\ Y  1 * De-toxif icat ion cen te r s  -- The developwnt and operat ion of the  kervices , 

required by 1971 s t a @  l e g i s l a t i o n  re-def in ing drunkenness as an i l l n e s s .  
This would include t h e  provision bpth of f a c i l i t i e s  and o f  s t a f€ . . . 
both f o r  t h e  short-term 'holdings and fok the,long term r e h a b i l i t a t i o n  of 

\ i n e b r i a t e s .  / 

\ 
- 

\ - 
- d) we envis ion ,  as an outcome of the  s e v e r a l  s t u d i e s  ,\a s e t  s f  'request's f o r  

. , proposals '  bydthe  pub l i c  bodies coverlng program a r e a s  ib which k ~ n t r a c t i n g  
- 1  - - 

\ appears both, f eas ib ld  and des i rab le ;  and a set of 'propo'Sals' by bu-ess 
f i r m  of' o t h e r  p o t e n t i a l  providers  f o r  ~ e r v i c e q  they be l i eve  c o d d ?  and\ 

t i' - 
should, be provlded by contract1. , - -  , . L I I 

. - 
1 

% ' \ r  I 
, ,' We be l i eqe  >s tud ies  -Pn sot& areas.. could be complete$, and a c t i o n  ptoposa?s 

' ' ".'$resented, before  t& end of t h e  cu_rrent year .  Others' should $esht_ i n  ten- 
'" \ 

, . $1- -. '-: 
,., ,. t a t i v e  conclusions, at  least, by Ju ly  197%;. - .  

. i 2 !  ,/ 
+ 2) The Bdard of -4 Erectsprs of the ~ i t i i e n s  &agq should: \ 

/ ,' 1 
,- , 

b '  J 
a )  jprograrn f o r  s tudy i n  1972-73 severa l  a d d i t i o n 2  i s s u e  areas i n  which the  Smy 

I , .  \ plkmentation of governmental pol icy  wight f e a s i b l y  occur-through t h e  k ind 06 - 
' resul t s -or iented  cont rac t ing  described i n  t h i s  r e p o r t .  A p a r t i c u l a r l y  high - 

p r i o r i t y  shauld be given t o  a review of  t h e  s t a t e  p lay  f a r  the  provision of - 
2 , ' s o c i a l  s e r v i c e s  under t h e  ~ o c f  a l L s e c u r i &  Act, and t h e  pr/a?tice t h a t  has de- 
,/ , . vrloped i n  the  counties i n  t h e  Twin C i t i e s  area :  t h e  purchase cf  s e r v i c e ,  the  

, .., kinds of providers  e l i g i b l e  f ~ r  cont rac t ing ,  the  na tu re  of "loSal matching1' 
,/ . csntr ibutio* , e t c .  h 

. \ I '\ - <  e -. 
-I _- ' b) ' ~ s t a b l i s h  a sieci-A1 $ask force,. composed i n  part o f  ,&m?xkrs of th,e ~ o d c y ,  

.- Planning Task Force ,  to' r t i - n u l a t e  i n t e r e s  t&d business ' f i,m an! ~ . u b l i c  of f  i- 
ci& t o  pursue thP discuss ion o f  t h e  concept presented. -, 

, -. . , \ \ '  - , s, ' .~ >.. - 
\ ,  ' 
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DISCUSSION OF RECOMMENDATIONS 

I .  Who wouZd you really e q e c t  to  respond &o yotir praposal . .& and why? - 

Certa in ly ,  i t  w i l l  not  appeal t o  d i f f e r e n t  ind iv idua l s ,  o r  d i f f e r e n t  org6.ili~atians, 
f o r  the  same reasons. But w e  don't think t h a t  matters. ,The s t r i k i n g  th ing  -- a s  
we 've thought about i t  ,-- is t h e  va r ie ty  of d i f f e r e n t  p a r t i e s  t o  whom the  concept 

L of c o n t r a ~ t i n g  does present  sonie appealing aspect.' 

We, th ink i t  w i l l  be a t t r a c t i v e ,  f o r  example, to:  

* A good pub l ic  adminis t ra tor  . , . who i s  committed t o  publ ic  se rv ices ,  and t o  
q u a l i t y  pub l ic  s e r v i c e s ,  and who wants t o  see programs expand- . - . but  who 
i s  concerned about the  a b i l i t y  t o  draw resources from the  publ ic ,  given the  
present  weakening of confidence i n  the  responsiveness and the ef fec t iveness  
and e f f i c iency  of governmental programs. 

* The busine3s.w- . . . concerned about the p o l i t i c a l  and s6Cial  hea l th  of h i s  
comunity,  and wanting t o  make a contr ibut ion toward the  eas ing of problems . . . but uncertain t h a t  h i s  present  contr ibut ions  and e f f o r t  a r e  making 

, maximum i q a c t  on problems t h a t  a r e  really fundamental- O r  a businessman 
simply concerned, i n  h i s  capacity as  taxparer ,  about the  cost  and e f fec t ive -  . ness of government, 

* The l eader  of an inner-ci ty ac t ion group . . . concerned t o  make i n s t i t u t i o n s  -- governmental and p r i v a t e  -- more responsive t o  t h e  persons they se rve  . . . 
and t h o  recognizes the concept of "a l ternat ives"  and "choices" as c e n t r a l  t o  
a s t r a t e g y  of increas ing t h i s  responsiveness. 

- (* A publ ic  employee . , . who bel ieves  i n  the e f fec t iveness  of h i s  organizat ion,  
who resents  c r i t i c i s m  of i ts  performance, and who is  looking f o r  an opportunity, 
and a way, to  demonstrate what i t  is  producing. A publ ic  employee, too, who 
would l i k e  a f r e e r  hand i n  experilcenting with new ways-of doing things.  An 
employee a t t r a c t e d  by the  idea  t h a t  he and h i s  organizat ion might b e n e f i t  d i r -  

, e c t l y  from the  economies and e f f i c i e n c i e s  t h a t  could r e s u l t  from changes they 
might introduce. 

* An e l e c t e d  o f f i c i a l  . ; , under pressure from h i s  cons t i tuen t s  and taxpayers 
, t o  expand and improve se rv ices  and -- a t  t h e  same tine -- t o  hold down taxes 
and spending. 

* A parent  . . . anxious f o r  evidence of what is ,  i n  f a c t ,  being accomplished 
i n  the  schools, and wondering whether what might be accomplished by the  o the r  
method of teaching and learning now being suggested. 

3 A c i t i z e n  . . . concerned about the  rate- of change, and the  new problems fac- 
i n g  the community, and anxious about the  need t o  a d j u s t  p r i o r i t i e s  in publ ic  
programs and i n  pub l ic  spending . . . and f r u s t r a t e d  by t h e  slowness with which 
the  e x i s t i n g  sys t e m  responds. - -. 

'-. 
2. IS contracting realty feasible when we 're talking about public services? mesn 't 

contracting depend on the abil i ty  to  measure very preciseZy what is being bought, 
and delivered? 



/ 

i ... -26- .. 
., 

.. 

: We found i t  i m p o r t q t  tb make a d i s t i nc t i on  between the  concept of "contractin$" . , .. -, 
i n  general ,  . ~ ,  and the  concept of "perf ornance. contfacting" i n  pa r t i cu l a r .  ',,: ' 

.-A 

I f  the  question . . . o r  our proposal . . . involved performance contract ing,  spe- 
c i f i c a l l y , \ o u r  answer t o  the  question would be "yes." Performance contract ing,  as  
W$ understand i t ,  does involve -- o r  attempt -- a p rec i se  measurement of what is 
to be purchased by the  p,ublic body, agd what is  t o  be provided by the contractor .  \- 

And we a re  -- from our discussions -- f ami l i a r  with the  problem ra i sed  a s  t h i s  
requirement f o r  measurement and quan t i f i ca t ion  is  introduced i n t o  such se rv ice  
areas  a s  education, hea l th  o r  s o c i a l  services .  

Yet -- as w e  thoukht about i t  -- i t  seemed fai,rly c l e a r  t ha t  con t rac t ing  is possi- 
b l e  without ,precise'measurement. As a matter  of p rac t%ca l  f a c t ,  i t  goes on now . . . i n  government, and i n  the a f f a i r s  of a l l  kinds of p r i va t e  o r g a n i ~ a t i o ~ s  and 
p r iva te  individuals .  Government, f o r  example, contracts  f o r  such profess ional  b 

services  a s  a rch i tec tu re ,  engineering, f i nanc i a l  advice, design, and l e g a l  services .  
I Some governmental un i t s  contract  f o r  maintenance se rv ice  i n  t h e i r  buildings.  Some 
'contract f o r  protect ion services .  ?dost contract  f o r  insdrance services .  I n  a l l  
these<, i t  is probably impossible t o  specify on a performance bas i s  what is  t o  be 
accomplished . . . and- i t  i s  impossible f o r  the contractor ,  on dhe o ther  s i de ,  t o  
quantify what has been delivered,  and accomplished, when i t  comes time f o r  the  , 
compensation t o  be paid. Nevertheless, spec i f i c a t i an s  a r e  wr i t t en ,  and proposals 
o r  b ids  a r e  offered,  and contracts  a r e  negotiated and signed. And, from year  t o  
year, the  policy bodies purchasing se rv ices  occasionally decide t o  move from one 
supp l ie r  t o  another . . . and make , ~ h e s e  decisions on a reasonable ba s i s  even with- 
out what = exper t  would regard a s  hard data." And i n  the experience of any indivi -  
dual, we f e l t ,  i t  is no t  necessary t o  be able  t o  evaluate  automobiles a s  they 
would be evaluated,  say,  by the Society of Automotive Engineers, i n  order  f o r  a 

2- person t o  make a reasonable decision t o  move h i s  purchase t h i s  year  from one auto- 
mobiAe dealer  t o  another. 

' What t h i s  suggests ,  of Lourse, is  t ha t  the  key t o  the  assessment and evaluation 
\. . . . the  "inspect'ion of the  work", i f  you w i l l ,  needed i n  contractinp.  . . may not  

be the  a b i l i t y  t o  generate hard data.  Rather, the  key may be the  development of 
. 

new and b e t t e r  way2rto ' h a s u r e "  the  se rv ice  i n  t e r m  o f  the w e  the  people who 
have -- been receiving i t  . . . the  customers . . . f e e l  about it. - '.. - 
Y m  whole idea . . . about contracting intmduc.ing incentives on suppliers to  , 

work dowl costs . . . seems to presume that there are, i n  fact, economies that can 
, be made, i n  the major service areas. b 

Thatls  correct :  i t  does. This conclusion of ours r e s t s  on the  f indings i n  a se r -  
i e s  of  recent  repor ts  by the  Ci t izens  League . . . which suggest t h a t  i n  most of 
our major pub l ic  systems subs t an t i a l  "capacity" ex iq t s  f o r  the  improved u t i l i z a -  
t i on  of s t a f f  o r  , f a c i l i t i e s :  enough, i n  many cases,  t o  p e r n i t  a maintenance o r  

-keduction i n  program costs ,  even i n  the  face of r i s i n g  p r ices  f o r  mater ia ls  and , - 
r i s i n g  ea la r ies  f o r  personnel. Suqyarizing b r i e f l y  : I 

- J 
* - A  repor t  in 1969 underlined the  po t en t i a l  i n  year-round use of school buildings.  

Subsequently, school d i s t r i c t s ,  such as the  one i n  Mora, Minnesota -- faced with 
r i s i n g  enrollments and l imi ted resources -- have moved t o  year-round use of i 

schools, thereby avoiding add i t iona l  y bond i s sues  and taxes .  
1 / * I n  1971 a repor t  on school buildings i n  S t .  Paul  pointed t o  the exis tence  of 

unu t i l i zed  space f o r  c lasses  -- e i t h e c  i n  e x i s t i n g  publ ic  building$, i n  ex i s t -  
\ \ 
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, ing parochia l  schopls, o r  i n  e x i s t i n g  c o m e r c i a l  buildings which might be 
adapted t o  educational  purposes. lare recent ly ,  the  S t a t e  Commissioner of 
Education (followed by a survey i n  t h e  St .  Paul  newspapers) highlighted t h i s  
p a t t e r n  general ly around the e a r l y  postwar suburbs of the  %in Cities area: 
s i g n i f i c a n t  riders of empty classrooms i n  some school d i s t r i c t s ,  at  a time 

,- when some schools a r e  over capacity i n  adjoining d i s t r i c t s .  

* The same 1%9 repor t  on schools suggested the  p o s s i b i l i t y  of improved u t i l i -  
za t ion of school s t a f f  . . . by d i f f e r n e t i a t i n g  personnel assignments i n  such 

\ 
a way t h a t  profess ional  s a l a r i e s  were paid only t o  persons doing profess ional  
work, and para-professional jobs were f i l l e d  by persons with less than profes- 
s i o n a l  t r a i n i n g  and paid  at  comparable lower rates. 

* I n  an examination of t h e  a r e a ' s  t r anspor ta t ion  system i n  1971, a League C O P  

mi ttee concluded t h a t  the pressure f o r  the  const ruct ion of add i t iona l  highway 
f a c i l i t i e s  r e s u l t s  e s s e n t i a l l y  from the  concentrat ion of t r i p s  at  the peak 
hours. Our highways a r e  f i l l e d  to  capacity only about 20 hours a week ! . . 
and then, by vehic les  each of which i s  typ ica l ly  f i l l e d  only t o  about one- 

// ) q u a r t e r  of its capacity. Essen t i a l ly  the  same s i t u a t i o n  has recent ly  been \ 

I underscored with respect  t o  discussions about the  a i r p o r t  . . . with suggest- 
- ions t h a t  runways are, s i d l a r l y ,  f i l l e d  t o  capacity only p a r t  of the  day, axd 

then wi th  planes operat ing on the  average a t  60% o r  less of s e a t  capacity.  I n  
general,  considerable p o t e n t i a l  seem t o  e x i s t  f o r  deferr ing major c a p i t a l  in-  

I 

VeStUEntS by measures t o  spread the use of these expensive f a c i l i t i e s  more mi- 
formly throughout the  day, throughout the week, o r  throughout the year. 

\ 

\L - 
7 * ' The League's second study on housing concluded t en ta t ive ly  t h a t  t h e  Twin Cities 

a rea  has,  n o t  s o  much a problem of housing shortage,  a s  a problem of misalloca- 
\ t ion ,  between u n i t s  and families.  The crowding t h a t  e x i s t s  is matched by the  

11 under-crowding" now of l a rge  numbers of multi-bedroom houses occupied by 
single,individuals and couples. The repor t  suggested the urgent need f o r  a 
study of ways t o  encourage a turnover of the housing stock so, t h a t  t h i s  exist- 
ing ,  expensive capacity was increas ingly  re leased f o r  the  use of famil ies  with 
children now needing l a r g e r  quar ters .  

, ' - 
I * The 1970 repor t  on hea l th  care noted t h a t  u t i l i z a t i o n  was a dominant t h e q  i n  

F discussions about the problems of the h e a l t h  care system. U t i l i z a t i m  pro- - 
, , g r a m  have, i n  f a c t ,  been i n s t a l l e d  i n  many -- i f  not  most -- h o s p i t a l s  . . . 

i n  an e f f o r t  t o  reduce the length of s t ay ,  as an a l t e r n a t i v e  to  the construc- 
t i o n  o f  add i t iona l  beds. Elore recent ly ,  i n  1971, l e g i s l a t i o a  was passed per- 

' mit t ing  the  Metropolitan Health Board t o  c o n t r o l  the expansion of the bed 
supply, a s  an e f f o r t  t o  force  attempts by doctors and h o s p i t a l s  t o  reduce the 

\ ' length  of s tay .  Under pressure of c o s t s ,  too,  h o s p i t a l s  began, years ago, t o  
d i f f e r e n t i a t e  the assignment of personnel . . . gradually passing non-profess- 
iona l  du t i e s  from doctors t o  nurses,  and from nurses t o  LPNS and nurses '  a ides ,  
i n  an e f f o r t  t o  make the  b e s t  use of expensive -- and scarce  -- profess ional  ' 
time. / 

1 The league has no t  been alone i n  point ing ou t  p o t e n t i a l  f o r  b e t t e r  use of dol- ' l a r s  through d i f f e r e n t i a t e d  s t a f f i n g ,  mul t ip le  use of f a c i l i t i e s ,  and the spread- 
i n g  out  of peak demand. L i t t l e  has been done, however . . . l a rge ly  because so  
l i t t l e  motivation and incent ive  present ly  exist f o r  governmental agencies and , 

such non-profit  organizat ions as  schools and h o s p i t a l s  t o  make these changes. 
An e f f o r t  is  now under way, l o c a l l y  and i n  federa l  l e g i s l a t i o n ,  to  introduce . 

L - 
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these incent ives  i n t o  the  h e a l t h  s y s  tern, f o r  example, through> the  developnent of 
prepaid group p r a c t i c e ,  o r  "health maintenance organizat ions.  " But these changes 
have been l a r g e l y  f r u s t r a t e d  i n  housing by a set of t a x  incent ives  which make i t  
e a s i e r  f o r  the  owners of l a r g e  and expensive housing t o  continue t o  occupy t h e i r  
under-uti l ized propert ie?.  And the  t r anspor ta t ion  system '(the highway/ auto  sys- 
t e m ,  a t  l e a s t )  is still s o  l a r g e l y  financed by general  t a x  revenues, and each, use 
of the  highway-is 50 t o t a l l y  unre la ted  t o  any cos t s  incurred,  t h a t  the  d r i v e r  
f e e l s  v i r t u a l l y  no incent ive  t o  make f u l l  use of h i s  vehic le  o r  t o  make b e t t e r  
use of the  roadways. (The con t ras t  between the road system and o the r  u t i l i t y  
systems is i n t e r e s t i n g :  Such commercial u t i l i t i e s  as power and t e lephme have 
es tab l i shed  p r i c i n g  systems t o  encourage of f-peak use of f a c i l i t i e s  . ) Publ ic  
t r a n s i t  represents ,  of  course, a u t i l i z a t i o n  program, e s s e n t i a l l y ,  t h a t  is only 
now r e a l l y  being developgd. 

c , 
Do you see these na, t2~ovidsr"  oqukza t ions  being for-profit . . . or *on- 
profit . . . or what? ,- 

\ 
This may sound a lxttle s t range , . . b u t  -- e s s e n t i a l l y  -- i t  doesn't  make any 
di f ference .  A s  our  r epor t  ind ica tes ,  the  e s s e n t i a l  th ing is t h a t  the provider 
organizat ion undertake* t o  ,carry ou t  i t s  job on a fixed-price contrac t .  Thls 
contrac t  may contain d p r o f i t  . . . o r  no p r o f i t  . . . o r  some p r o f i t  . . . , 
which i s  a l e s s - than-now1 p r o f i t .  The key th ing -- again - is the incent ive  
set up by the  fixed-price arsangement . . . s o  t h a t  r i s i n g  p r ices  of' mater ia ls  
and personnel w i l l  play out  i n t o  improved u t i l i z a t i o n  and s t a f f  f a c i l i t i e s ,  
r a t h e r  than -- a.S too frequently a t  present  -- i n t o  e i t h e r  increased appropria- 
t ions  o r  reduction i n  t h e ; l e v e l  of s e n r i c e  provided. This is  why, i n  our view, 
the c e n t r a l  d i s t i n c t i o n  i n  our ana lys i s  is  n o t  the d i s t i n c t i o n  between "govern- 
mental". and "non-governmental" o r  between "publics' and "private." 

Whether a con t rac t  provides f o r  a p r o f i t - o r  no t  w i l l  depend very l a rge ly  on the  
; motives of the s u p p l i e r  o f f e r i n g  t o  do the work. It is n o t  inconceivable t h a t  

some business f i rm irr the  Twin C i t i e s  a rea ,  f o r  example, might o f f e r  to  ca r ry  out  
an assignment on a no-profi t  b a s i s .  Businessmen have been known, before,  t o - g e t  
something f o r  a valued r ~ t o m e r  "at cost." And d o l l a r s  l o s t  i n  a p r o f i t  foregone 
m y  come ou t  e s s e n t i d l y  t o  the  same th ing ss d o l l a r s  contributed d i r e c t l y  from 

I the  bus iness ' s  t reasury  f o r  some c i v i c  cause. On the o the r  hand, the  opportunity , 
t o  sha re  d i r e c t l y , i n  any savings o r  e f f i c i e n c i e s  t h a t  result might w e l l  be import- ant -- and worth 'while, f r o n  the  publ ic  po in t  of v iey  -- i n  motivating the sup- 
p l i e r  t o  perform on h i s  ~ o n t r a c t .  It is t h i s ,  of course, t h a t  is missing when 
services a r e  del ivered by "bureaus" -- adminis t ra t ive  s t a f f s  funded by an appxo- - 
p r i a t i o n  r a t h e r  than by inco-& earned from the  work they do. However i n t e l l i g e n t ,  \ 

well- trained and highly-motivated the people involved, the  sys  tern by which the 
bureaus wo-rk l acks ,  we  be l ieve ,  a c e r t a i n  important incent ive  t o  respond t o  the 

- needs f o r  s e r v i c e  with real dispatch.  It is ,  i n  a sense,  unfa i r  t o  s e l e c t  wut 
one example . . . b u t  perhaps it is worth mentioninglas a case i n  point  the e f -  
f o r t  by the o l a  Metropolitan Planning Commission beginning about 1962 t o  draw a 
comprehensive p lan  f o r  the  Foreqt Lake d i s t r i c t .  This i s  the kind of job done 

\ rout inely  by commercial planning f irms on contrac t  t o  munic ipal i t ies  and o the r  
agencies. The MPC plan was s t i l l  uncompleted when the agency went out  of exist- 
ence i n  1967. I t  was f i n a l l y  f in i shed  by the successor Metropolitan Council 

\ about $968. , / 
\ 

It is important t o  tj, t o  s t a t e  q u i t e  c a r e f u l l y  our f ee l ings  about the  p o t e n t i a l  
- I  

of non-pr,ofit p r i v a t e  agenciqs as contrac tors  i n  t h e  kind of  ; re la t ionship  Ge en- 
vision.  ,There is a very r e a l  i s s u e  here ,  because of the d r i f t  of (especia l ly  



f ede ra l )  pol icy  toward the  use . . . indeed, i n  some areas ,  the  exclus ive  use . . . of non-profit  veh ic les  f o r  the  de l ivery  of s o c i a l  se rv ices .  One of t h e  
c h a r a c t e r i s t i c s  of some of t h e  new f e d e r a l  programs i s  t h a t  they contain c l e a r  
r e s t r i c f i o n s  a g a i n s t  profit-making, o r  p o t e n t i a l l y  profit-making, providers ,  
thereby v i r t u a l l y  r equ i r ing  the  use of non-profit  mech&isms. 

\- 

It is d i f f i c u l k  t o  express a reluctance t o  s e e  non-profit  organizat ions emerge 
a s ,  increas ingly ,  the  d e l i v e r e r s  of these s o e i a l  se rv ices .  T h y  a r e  doing i m -  
p o r t a n t  work. They a r e  s t a f f e d  i n  most cases wi th  highly-motivated people . . . 
who a r e ,  i n  many cases,  s u b s t a n t i a l l y  underpaid. And they n o t  uncomiuonly work 
i n  substandard quar t e r s .  Knowing, a s  w e  do, the  way they scrape  along from year  
t o  -year f o r  f i n a n c i a l  suRport i t  is hard t o  suggest  t h a t  they a r e  anything but  
c a r e f u l  and economical agencies i n  car ry ing ou t  t h e i r  program. It is much e a s i e r ,  
and much more defens ib le ,  t o  argue t h e i r  l i m i t a t i o n s  i n  term of t h e i r  d i f f i c u l -  
ties -- given t h e i r  l ack  of resources -- i n  moving a s  rapid ly  a s  may be needed 
t o  acqiiire 2 h e  f a c i l i t i e s  and the  s-taff t o  expmd programs as  the demand f o r  
se;rvice grows.' But %re cannot, never the less ,  conceal some reluctance t o  s e e  a 
cont iquat ion  of t h e  exclus ive  preference f a r  the  non-profit  organizat ion- as the  
veh ic le  f o r  t h e  de l ivery  of se rv ices .  Being'also a c'bursau'l, f w d e d  by an annual 
appropr ia t ion ,  the  non-prof i t  agency s u f f e r s  _from the  same e s s e n t i a l  l i m i t a t i o n s  
as the governmental agency. ~ n d  some very r e a l  quest ions about t h e i r  e f fec t ive -  
ness  and economy could arise i f  they should eve r  begin t o  be more f u l l y  funded. 
This  is, of course, y h a t  d id  happen with h o s p i t a l s  . . . non-profit  agencies,  
which w e r e  once a s  severe ly  constrained i n  t h e i r  own budget a s  most p r i v a t e  so- 
c i a l  service agencies still- a r e ,  i n  t h e i r s ,  today. . . which some years  ago, 
wi th  the a r r i v a l  of h e a l t h  insurance,  began t o  be much b e t t e r  funded and rap id ly  
deweloped i n t o  one of t h e  r e a l l y  s e r i o u s  cost-control  problems i n  the  whole hea l th /  
education/welfare area ,  It i s  n o t  inconceivable t h a t  o t h e r  se rv ices  may someday 
begin t o  be funded i n  a conparable manner, producing comparable problems. Indeed, 
just t h i s  does now ppear  t o  be happening a s  the  neb fede ra l  programs t h a t  began 
i n  1967 r e s u l t  i n  t 'r: e gradual s h i f t  of  non-profit  organizat ions o f f  t h e i r  t r ad i -  
t i o n a l l y  exclus ive  dependence on l i m i t e d  p r i v a t e  funding, and onto a growing base 
of pub l i c  and fede ra l  f inancing.  \ 

( I t  is a l s o  important t o  watch c a r e f u l l y  the  d e f i n i t i o n  of " n ~ n - ~ r ' o f i t ' ' .  It pre- 
sumably r e f e r s  t o  an organiza t ion  i n  which some amount qf earnings remains a s  
su rp lus  a f t e r  the  payment of expenses wi th in  a given period of time. . . a sur-  
p lus  which is  then p a i d  over t o  the g m e r s  of the en te rp r i se .  There a re ,  how- 

\ever ,  organiza t iors  set up a s  non-profi ts  vhich a l s o  complete t h e i r  y e a r  with a 
su rp lus  of reveaues over expenditures.  . . -but  which q u a l i f y  a s  "non-prof its" 
simply because they have no owners. They simply pay o u t  the surplus  i n  compensa- 

- t i o n  t o  the  members o f  t h e i r  s t a f f  . . . o r  i n  p e r q u i s i t e s ,  o r  i p  i m p r o v e ~ n t s  t o  
f a c i l i t i e s .  By c o n t r a s t ,  of course, organiza t ions  set up nominally a s  "for- 
profit" organiza t ions  can, i n - f a c t ,  end t h e i r  y e a r  -- 3y accident  or by design -- 
w i t h  no excess of revenues over expenditures. Under the d e f i n i t i o n s  appearing 
i n  f e d e r a l  l a w  and regu la t ions ,  the  f o q r  could qua l i fy  t o  take on some of the  
new s o c i a l  service o r  housing r e s p o n s i b i l i t i e s ,  while t h e  l a t t e r  could not .  This 
seems t o  us t o  make no sense.) - - 

Our Task Force a l s o  found i n  i ts  discussions wi th  resource personq some f e e l i n g  '- (and t h i s  may perhaps be t h e  source of so- of the  r e s t r i c t i o n s  t h a t  favor  non- 
p r o f i t  drgahiza t ions)  t h a t  i n  these  s o c i a l  s e r v i c e  areas  i t  is improper f o r  the  
providers  to\ be even p o t e n t i a l l y  profit-making. And i t  is t r u e ,  c e r t a i n l y ,  t h a t  

, many of these  se rv ices  do have t h e i r  o r i g i n  i n  c h a r i t a b l e  impulses and c h a r i t a b l e  
' i n s t i t u t i o n s ,  p c h  as churches and welfare  s o c i e t i e s .  Yet the  f a c t  is t h a t  such 



b a s i c  hunan n e c e s s i t i e s  as food, s h e l t e r  and c lo thing a r e  provided almost exclu- 
s ively* by for-profi  t organizat ions,  an4 the  wdical .  care sys  tem is c l e a r l y  'not  a 
non-profit  en te rp r i se .  It may be t h a t  t h i s  p a t t e r n  of r e s t r i c t i o n s ,  da t ing  back 
t o  some unknown o r i g i n ,  has  simply been c a r r i e d  forward inadver tent ly  from one 
program t o  another. This has become the p a t t e r n  i n  f e d e r a l  housing l e g i s l a t i o n  . . . even though, q u i t e  demonstrably, now t h e  r e s u l t  i s  t o  concentrate f edera l  
a i d s  i n  church-sponsored and o t h e r  non-profit  housing corporat ions,  newly created,  
which a r e ,  i n  many respects ,  the  least ab le  .to undertake the complex business of 
housing p r o j e c t  developmnt,  and whose good i n t e n t i o n s  prove no s u b s t i t u t e  f o r  
t h e  technical  s k i l l s  and experience required. 

, 
W e  seek a new veh ic le  . . . with  some c h a r a c t e r i s t i c s  of the  t r a d i t i o n a l  non- 
p r o f i t s '  commitment t o  s e n r i c e  . . , and with some l i m i t a t i o n  on p r o f i t  . . . 
y e t  with something, to,o, of t h e  pressures  iniposed on organizat ions i n  the  xnarket- 
p lace  t o  secure  t h e i r  revenues by demonstrating t h e i r  a b i l i t y  t o  complete an as- 
signment on t i m e  and wi th in  budget. Put another way: While the  coiimunity coqtin- , 
ues t o  use i-fs governmental agencies and its exis t i o g  non-prof i t organizat ions,  I 
canpot i t  a l s o  t r y  t o  take  i ts  s t rong  and well-managed commercial organizat ions 1 

and! draw them i n t o  t h e  c r i t i c a l  pub l i c  problem areas?  
i', / \ 

%re have been a number of  references to the& na, p m g r m  d f  federal a id  for 
social  serv ices .  I s  i t  possibZe t o  explain a Z i t t l e  &re clearEy what these are, 
and how they originated, and how they a m  operaiSng currently2 

W e  have found t h i s  whole progrqn ex t raord ina r i ly  l i t t l e  known, even by l e g i s l a t o r s  
i n  Minnesota, and c e r t a w l y  by-she  general  public.  Its e s s e n t i a l s ,  a s  w e  under- 
s t and  them, a r e  as  follotrs : -- 

It has i ts  o r i g i n s  in a growing concern during the 1960s about the  increase  i n  
welfare r o l l s ,  p a r t i c u l a r l y  i n  major cities around the  country . . . and i n  the  
s t e a d i l y  r i s i n g  federa l  ob l iga t ion  f o r  t h e  fivnancing of publ ic  ass is tance .  It 
appeared tha t  the pub l ic  response was simply t o  fund the  r i s i n g  welfare case 
load . . . and t o  do very l i t t l e  about the  essed t i a l .  causes. - . 
I n  1967, a s  a r e s u l t ,  a number of amendments were made t o  the b a s i c  Soc ia l  Secur- 
i t y  Act, intended t o  s t i m u l i t e  l o c a l i t i e s  around the comtrjr t o  p&ide the kind 
of se rv ices  t o  needy famil ies  t h a t  -- i t  was h ~ p e d  -- might provide the kind of 
support t h a t  would perni t  them t o  continue, o r  t o  develop, a s  s t a b l e  . working 
famil ies  and t o  prevent t h e i r  dependence on publ ic  a s s i s t a m e .  I n  concept, i t  

, 

is not  fundamentally N i k e  what hgs been appearing i n  hea l th  care . . . a d  
where,\ s imi la r ly ,  the  i n t e r e s t  now is moving away from expenditures f o r  the  treat- 
ment of people who become ill and toward programs t o  maintain the  hea l th  of indi-  
v iduals  and families.  A broad range of s o c i a l  se rv ices  w a s  i d e n t i f i e d  f o r  which 
f e d e r a l  a i d  would be provided. These bncluded: day care se rv ices  f o r  the  child-  
ren of working mothers, a va r ie ty  of -counseling se rv ices ,  l e g a l  se rv ices ,  house- 
keeping se rv ices ,  r ec rea t iona l  programs f o r  children,  f o s t e r  homes, information 
and r e f e r r a l  se rv ices ,  and o the rs .  

These new s o c i a l  se rv ices  were, t o  be made a v a i ~ b l e  t o  the  aged, b l ind ,  o r  dis- 
abled, and t o  famil ies  and Zlhildren t h a t  e i t h e r  had been, were a t  present ,  o r  
(because of t h e i r  income leve l s )  p o t e n t i a l l y  .might be publ ic  a ss i s t ance  rec ip i -  
en t s .  The county was to, be the  opera t ing u n i t ,  as i t  is f o r  the  d i s t r i b u t i o n  of 
welfare a s s i ~ t a n c e ,  and- counties w e r e  b a s i c a l l y  given t h e i r  choice whether t o  
proviqe these se rv ices  through some govepmental agency o r  through the  purchase 
of the  service from a p r i v a t e  provider  -- w h i e ,  i n  turn, might be e i t h e r  pro,- 

- 

\ 
1 

\ 



p r i e t a r y  o r  non-profit. The matching r a t i o  was extremely a t t r a c t i v e :  three  fed; 
e r a 1  d o l l a r s -  f o r  one l o c a l  d o l l a r  . . .- and the l o c a l  d o l l a r  might be put  up i n  - 
the  form a t h e r  of a county t a x  d o l l a r  o r  i n  the form of a d o l l a r  donated t o  the  
county t o  spend on s o c i a l  services. 

A b l i n d  Korean s o c i a l  se rv ice  exper t  then working f o r  the l e g i s l a t u r e  i n  Cali- 
fo rn ia  is  general ly c red i t ed  with f i r s t  having come t o  understand the p o t e n t i a l  
o f f ~ r e d  f o r  a s t a t e  by t h i s  new arrangement. Basica l ly ,  i t  permitted a quadrup- 
l i n g  of t h e  program l e v e l s  -- a t  e s s e n t i a l l y  no cost  t o  the  s t a t e ,  s ince  i n  some 
cases e x i s t i n g  expenditures were allowable a s  the one-quarter " local  match. " 
I n  Cal i fornia ,  and subsequently i n  o t h e r  s t a t e s ,  an e f f o r t  then began t o  iden- 
t i f y  the number of e l i g i b l e  persons receiving services  covered by the program . . . and t o  o f f e r  these  e ~ e g d i t u r e s  as the  l o c a l  match f o r  the  corresponding 
th ree  d o l l a r s  of f e d e r a l  ass is tance .  This proved p a r t i c u l a r l y  a t t r a c t i v e  to  
voluntary p r i v a t e  s o c i a l  agencies, whose budgets -- financed e n t i r e l y  by chsr i -  
t a b l e  contr ibut ions  -- w e r e  coning under increas ing pressure. What developed i n  
p r a c t i c e  was a marginally l e g a l  arrang&ment i n  which the  d o l l a r s  then being spent  
f o r  se rv ice  t o  e l i g i b l e  persons i n  p a r t i c u l a r  voluntary s o c i a l  programs were do- 
nated t o  the  county government. The county government matched these  d o l l a r s  
with the  three-for-one federa l  a i d ,  and then contracted t h a t  with, the s o c i a l  
se rv ice  agency f o r  -- obviously -- a much expanded program of service .  I n  t h i s  

- way -- i n  the %in Cities, a s  elsewhere -- a s i g n i f i c a n t  amount of the program 
a c t i v i t y  conducted through the  United Fund agencies has been s h i f t e d  e s s e n t i a l l y -  
t o  a base of f edera l  f inancing -- and, of course, expanded i n  the process. 

The whole program has,  not  su rpr i s ing ly ,  become in recent  months a subject  of 
\ 

major con$roversy. Not a n t i c i p a t i n g  the aggressive s t a t e  response, the d r a f t e r s  
of the, 1967 awndments set up the  federa l  matching share as an e s s e n t i a l l y  open- 
ended appropri/ation- , . . with the  D e p a r t e n t  of-Health, Education and Welfare 
required t o  fund on t h e  three-for-one b a s i s  a l l  matching appl ica t ions  submitted 
t o  i t .  A long a r t i c l e  i n  the  June 17, 1972 National Journal  describes v iv idly  - the  desparate e f f o r t s  of HEId o f f i c i a l s  t o  brin_$ t h i s  mushrooming program under 
some kind of overa l l  f i s c a l  control .  ~ u t  the  t o t a l  dra in  on the federa l  t reas-  

. ury i s  n o t ,  the only sovrce of  controversy. The Wpartment a l s o  received ea r ly  
i n  1972 a repor t  from Booz-Allen-Hamilton, which i t  had commissioned, warning of 

. the  abuses tha t  were-possible m d e r  t h i s  purchase-of-service program, s ince  con- 
T r a c t s  w e r e  typ ica l ly  l e t  f o r  s e r v i c e  by the  Tount ies  with no competitive bidding 
o r  negot ia t ion  an0r.g various supp l ie r s ,  q d  w i t h  l i t t l e ,  i f  any, e f f o r t  t o  de- 
termine what was, i n  f a c t ,  provided f o r  the money expended. 

- 

The whole program tends, therefore ,  to  be perceived -- both by t h e  administra- 
t i o n  and by the s t a t e s  -- as a kind of "backdoor revenue-sharing." The s o c i a l  
work profession has a p a r t i c u l a r  i n t e r e s t  in  $t, i n  addi t ion ,  and i n  i ts  contin- 
uance, s ince  pub l ic  assPstance appears l i k e l y  i n  the  nea r  fu ture  t o  be converted 
from its present  form i n t o  a program of cash payments t o  welfare rec ip ien t s ,  de- 
l i v e r e d  b y  the. postman r a t h e r  than by t h e  "caseworker, " who has, t r a d i t i o n a l l y ,  
provided counseling aqd o t h e r  se rv ices  t o  welfare famil ies  along with f i n a n c i a l  
aid.  I 

We be l i eve  i t  is extremely important t o  see i n  , t h i s ,  a l s o ,  what was s t r e s s e d  by 
the Booz-Allen-Hamilton repor t :  t h a t  is, the p o t e n t i a l ,  a s  purchase-of-service 
opens the way f o r  the  en t ry  of r e l a t i v e l y  large-scale,  soph i s t i ca ted ,  well-man- 
aged, well-capital ized organizat ions i n t o  the  delivery of services  t r a d i t i o n a l l y  
provided by governGnta5 o r  small-scale and rcuch less well-managed p r iva te ,  non- 
p r o f i t  organizations. y , 



- As of  mid-September 1372 i t  appears t h a t  the Congress w i l l  "close the end" on 
t h i s  program . . . s o  t h a t  the federa l  government w i l l  no longer a u t o m t i c a ~ l y  
fund every appl ica t ion -for purchase-of-service funding, in eve'ry s t a t e .  But 
t h i s  l i m i t a t i o n  on the  growth of  t h e  d o l l a r  s i z e  of  the program b i l l ' n o t  end 
the program. And i t  may no t  even l i m i t  i ts  growth, oJer the  longer t e q .  Minne- 
s o t a ,  i f  i t  keeps i t s  present  a l l o c a t i o n  o f  d o l l a r s ,  w i l l  continue t o  be a sub- 

\ 
- s t a n t i a l  p u r d a s e r  of s o c i a l  s e r v i c e s ,  and w e  can expect t o  continue t o  see press- 

ures mount f o r  improvenients i n  t h e  method of securing supp l ie r s ,  and i n  the  method 
of evaluat ing the  success of the  program car r i ed  out .  

i 
\ 

6: I s - i t  possible t o  be a l i t t l e  mgre spec i f i c  -- aven Gith respect to just  a few - 
o f  tha items, i n  your l i s t  of possible areas i n  which the cantrac.ting concept 
@ght be applied? I 

perhaps t h i s  w i l l  help. 

The -Zoo. Five years  a f t e r  the Ci t izens  ~ e i & e  rppor t  c r y s t a l l i z e d  c o r n m i  t y  
consensus on the  d e s i r a b i l i t y  f o r  a f i r s t - r a t e  zoo, no development has a s  y e t '  
been s t a r t e d .  A s t a t e  zoo board has been created  agd a s i te  has been designated. 
But problems e x i s t  w i t h '  t he  f inancing.  And, even a f  ter -- and i f  -- f inancing is  
provided, development is l i k e l y  t o  be slow f o r  a new agency created s o l e l y  f o r  
the  purpose of e s t a b l i s h i n g  a zoo, a l l  o f  whose Skper t i se  has t o  be assembled 
anew f o r  the p ro jec t .  And the  prospect f o r  f inancing remains uncertain,  given 
the  growing competition of o t h e r  -- and i n  some senses more - urgent -- programs. 

The League noted i n  1967 t h a t  zoos a r e  a s u b s t a n t i a l  " c o n s ~ r "  indust ry .  I t  
noted the  "hard co&eti t ionS1 f o r  local t a x  funds. I t  suggested t h a t  the  invest-  
ment i n  a f i r s t - r a t e  zoo c& be, t o  a l a r g e  ex ten t ,  se l f - l iqu ida t ing .  It pro- 
posed t h a t  the  new zoo i n  the  Twin Cities a rea  be developed and operated by a .  

-pr ivate  agency, under the  supervision of  a pub l i c  body. And i t  contemplated user  - 

charges t o  fund. a s i g n i f i c a n t  p a r t  of  the cos t  . . . not ing t h a t ,  even a t  the  
r a t e s  normaJly charged, a zoo is  one of the conspicuous bargains i n  p u b l i c  re- 
creat ion,  

7 

We look now f o r  a proposal f o r  the  development of t h i s  area 'p zoo t o  come from 
a p r i v a t e  s e c t o r ,  commercial organizat ion -- w e l l  cap i t a l i zed ,  w e l l  equipped 

V with managenent s k i l l s ,  and soph i s t i ca ted  i n  development experience. It could 
s t a r t  with the  i d e n t i f i e d  s i t e  provided by the  public.  It should develop, and 
operate, the  zoo i t s e l f ,  using p r i v a t e  c a p i t a l  resources. It might w e l l  be able  _ 
t o  repay the c a p i t a l  cos t s ,  and t o  f inance onioing  operation"^, from revenues a t  - 
reasonable l e v e l s .  I t  might be a b l e  t o  s i g n i f i c a n t l y  speed the  development t i m e -  
t a b l e .  And such an b r g a n i z a t i ~ n  should be a b l e  t o  o f f e r  v a s t l y  g rea te r  s k i l l s  i n  
promotion an3 marketing -- thereby enhancing the economic a t G a c t i v e n e s s  of the  
zoo t o  the Twin C i t i e s  area. It should s t i l l  be poss ib le  t o  work wi th  t h e  p r i -  
va te  Zoological Society,  which the  Leagbe repor t  s a i d  should have a major r o l e  ' 

i n  the  planning, promotion and.operation of the program. 

Housing. The Cit izens League _has suggested tha t  a f u l l y  meaningful s o l u t i o n  t o  
the a rea ' s  housing problem req<ires a s h i f t  of point  of view . . . from expanding - - the supply of new houses t o  expanding the  supply of used houses. - 

L- . I n  1969 our  repor t  documented the  f a i l u r e  of  pub l i c  agencies t o  so lve  the problem 
by buiqding . . . p a r t i c u l a r l y  solve  the problem of housing f o r  low--and moderate- 
income: f anilies, and t o  make a dent  ill the  backlog of substandard housing i n  the  

- area .  I n  1971 ogr repor t  suggested t h a t  -- with about 65\0,000 housing u n i t s  i n  , - . 
1 - - 7 
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the metropolitan areat and roughly 20,000 added t o  the  s tock in -a  good year -,- 
- , most people inev i t ab ly  must f i n d  t h e i r  housing f,ron,among used un i t s .  We conclu- 

ded from t h i s  t h a t  the supply of used housing is c r i t i c a l .  We noted tha t  an ade- 
quate supply of used housing is  no t  coming onto the  market . . . though l a rge  

\ q u a n t i t i e s  of under-uti l ized housing Gppear t o  exist, pa=t icu la r ly  i n  the  cen t ra l  
// cities. Both repor t s  - looking, a t  that time, toward g o v e b n t  f o r  a so lu t ion  -- urged the  crea t ion of a regional  pub l i c  agqn\cy t o  describe housing needs i n  

terms of the  s i z e  and income l e v e l  of f ami l i e s ,  and t o  descr ibe  the housing stock 
in terms of the  s i z e ,  condit ion and pf ice  of  u n i t s  . . . and-,to plan a b e t t e r  
a l l o c a t i o n  of u n i t s  amng the  population. They urged, as w e l l ,  new prograw t o  
encourage the  turnover -of u n i t s  t h a t  would make l a r g e r  numbkrs n f  houses a v a i l -  
ab le  from the  e x i s t i n g  stock.  , , 

\ 

No ac t ion  w a s  taken, and we\.suggest now t h a t  i t  is t i iw t o  make a s t a r ?  pzivately.  
5% doubt t h i s  can be done through the  e x i s t i n g  real estate indust ry  . . . which 

_' brokers un i t s  put on the  market by t h e i r  owners and which does not  opera te  an 
aggressive program_actually t o  b r ing  u n i t s  onto t h e  market. (Ebst home owners 
w i l l  be f a m i l i a r  with the  postcards which a r r i v e  a t  infrequent  i n t e r v a l s ,  

, iaquf r i n g  casual ly ,  'You wouldn't li!ce t o  se l l  your house, w o d d  you?") 

\ 
\- 

We would l i k e  t o  see severa l  organizat ions r e a l l y  soph i s t i ca ted  i n  marketing t r y  
t h e i r  hand a t  s t imula t ing  a turnover of the  housing stock. This would almost 
c e r t a i n l y  r e q u k e  much pore aggressive adver t i s ing  . . . and probably an approach 
which offered the p o t e n t i a l  seller an a t t r a c t i v e  re locat ion opportunity a t  the  

, same t i m e .  6.Je th ink i t  is p e r f e c t l y  conceivable, f o r  example, t h a t  approaches 
could be made to  couples whose chi ldren have left'home'or t o  s i n g l e  e l d e r l y  per-- 
sons, o f fe r ing ,  say,  a s p e c i f i c  opportunity f o r  townhouse l i v i n g ,  with snow re- - moval and o t h e r  maintenance se rv ices  provided, and introducing a t  the  same t i m e  
a young family a s  p o t e n t i a l  buyers f o r  the  under-uti l ized house. I f  companies 
can successful ly  o f f e r  se rv ices  which match up men and wouen f o r  dat ing,  o r  mr- _ ria-ge, purposes, i t  seems l i k e l y  a computer program a l s o  could match up persons 
wanting t o  sel l ,  and buy, housing. tJe understand such a re ,  i n  f a c t ,  appearing 
i n  some cities./ I f  r e h a b i l i t a t i o n  of the house i s  required before i t  can be 
rented o r  s o l d  t o  a new, younger family, the  r e a l  e s t a t e  o r  construction depart- 
ment of a company might w e l l  undertake t h a t  work as p a r t i  of the  same in tegra ted  
operation. .. 

1 /r 

The need f o r  such a program t o  inprove u t i l i z a t i o n  of the  housing s tock seems 
beyond dispute.  1 5 i l e  it:  is  p a r t i c u l a r l y  a problem f o r  low-income famil ies ,  i t  
is  by nq-means confiried t o  t h i s  income leve l .  Our 1969 report-was, i n  f a c t ,  
e n t i t l e d  " ~ d e q u a t e  Bousing Is Plow ~ v e r y b o d ~ ' s  Problem". Children of the post- 
war baby boom now appear t o  be  s tacking up i n  suburban apartments. With con2 , 

- s t r u c t i o n  cos t s  a t  present  levels, the  great  majoriv>of them is unable t o  a f fo rd  
a n x  house. Sonaehow, they must f ind  t i ~ e i e w a y  i n t o  the  e x i s t i n g  stock.  There 
is  p o t e n t i a l  here  f o r  se r ious  s o c i a l  c o n f l i c t ,  should they come t o  understand 
the  ways i n  which t a x  laws a r e  being manipulated by the present  occupants of 

, these  houses t o  contikue the  misal location of uni ts .  mere would appear t o  be 
a s u b s t a n t i a l  p p l i c  i n t e r e s t ,  a l so ,  i n  the strengthening of the economic and 
s o c i a l  s tructure '  of t h e  c e n t r a l  c i t i e s  which would r e s u l t  from the in-migration 
of these  younger, working, famil ies  . . ,, i n t o  the c ik iek  where an adequate school 
p lan t  exists and where school populations a r e  present ly  declining.  

There i s  a l s o  a need --which might be t rans la ted  i n t o  a commercially a t t r a c t i v e  
market -- f o r  "housing managementn i n  the  narrower sense,  of physica l  n a i n t e n a k e .  

XL 



The Urban I n s t i t u t e  has repor ted  t h a t  thekmost  rapidly  expanding f a c t o r  s t imulat-  
i n g  t h e  need f o r  add i t iona l  housing construction is  n o t  the growth of population, 

- 

but the acce le ra t ing  decay of sound e x i s t i n g  dwellings. Service and maintenance , 
cos t s  a r e  continuing t o  rise, and continue t o  be -- a t  present  (and, except f o r  
an, urban renewal p ro jec t  area)  ,-- exclus ively  the  respons ib i l i ty  of the  ind iv i -  
dual  property owner. Elderly property owners, p a r t i c u l a r l y ,  a r e  therefore  tempted 
a l e s t  i r r e s i s t i b l y  t o  skimp on housing maintenance expenditures. The I n s t i t u t e  , 
concludes t h a t  qhe na t ion  needs -- b u t  does no t  p r e s e n t l y h a v e  -- an adequate 
housing maintenance indust ry .  Individual  apartment bui ld ings ,  l i k e  commercial 
o f f i c e  bui ld ings ,  a r e  f requent ly  profess ional ly  managed. And management firms 
have emerged f o r  townhouse p r o j e c t s ,  t o  provide maintenance se rv ices  on contrac t  
t o  the  "homes associat ion" t y p i c a l l y  set u p b y  the  developer a t  completion of t h e  
projec t .  But (again, except f o r  the  l imi ted  durat ion of a r e h a b i l i t a t i o n  p ro jec t  
under t h e  urban renewal prograh) we know of no e f f o r t  t o  t r e a t ,  say,  a block of 
single-family homes as, i n  e f f e c t ,  a condominium, f o r  which snow removal, build- 
ings  and grounds maintenance, r e p a i r  s e M c e s  and f i n a n c i a l  advisory s e r v i c e s ,  
could be proviqed. The ques t ion is: Could the re  be? 

2 

Neighborhood Health Care. Our 1970 repor t  was focused on t h e  problem of Henne- 
pin  County General Hospital  . . . but  more broadly d e a l t  with the  need f o r  im-  - 
provedaccessibility-andavailabilityof care ,  a n d o n  t h e n e e d  t o s h i f t - t h e  en- I '  

phasis  from i n - ~ a t i e n t  t g  out-patient  se rv ice ;  and from the  treatment of i l l n e s s  
t o  the  preservat ion of heal th .  The -report app l i es  general ly t o  t h e  h e a l t h  ca re  
system, p r i v a t e  as w e l l  a s  public.  

/ \ 

G o k i n g  again toward government, w e  urged the  Metropolitan Health Board t o  seek , 
innpvative ways f o r  the  del ivery  of h e a l t h  care.  i , 

- 
Otlr commit tee received s u b s t a n t i a l  testimony t o  t h e  migration of p r i v a t e  doc t o r s  
out  of neighborhoods i n  the  i n n e r  c i t y ,  leaving these r e s i d e n t i a l  a reas  s u b ~ t a n -  
t i a z l y  deprived of reasonable access  t o  prima'?y care  f a c i l i t i e s .  And we recog- 
nized a growing d e s i r e  of t h e  res iden t s  of the  a r e a s  t o  have such f a c i l i t i e s  i n  
f h e i r  own neighb'orhoods. We note ,  now, t h a t  t h i s  des i re  has recently-  been re- / - ,  

affirmed i n  testimony presented t o  the  Health Board during i ts considexation of 
, the zppl ica t ion f o r  r e c ~ n s t r u c t i o n  of Hennepin County General Hpspital ,  

r- 

Perhaps, here ,  too,  i t  is t ine f o r  an aggressive move by the  p r i v a t e  s e c t o r  . . . 
-and from a new p a r t  of the p r i v a t e  s e c t o r  . . . t o  f i l l  t h i s  gap. -We think I t  
' is-possible t o  consider the es tab l i shpen t  of  s e v e r a l  neighborhood primary care  

cen te r s ,  e spec ia l ly  i n  the  inner-c i ty  areas  of the  Twin C i t i e s  metropoli tan red 
gion. a r e  not  unavare of the  s u b s t q n t i a l  d i f f i c u l t i e s  presented.- But it is 
un'cleai-to us t h a t  the  only organizat ion competent t o  provide f a c i l i t i e s  and' 
s t a f f  t o  meet t h i s  evident  demand f o r  se rv ice  is- an organizat ion owned and estab- 
l i s h e d  by doctors themselves. Medical care  i t b e l f ,  of course, must be  delivered- / 

and supervised by doctors . ,  But i t  seems ~ o n c e i v a b l e ,  a t  l e a s t ,  t h a t  a primary 
ca re  f a c i l i t y  could be es tab l i shed  and managed by some o t h e r  kind of corporate , 
organizat ion,  perhaps on a "no p r o f i t "  bas i s ,  with a contrac t  l e t  t o  a medical - 
group f o r  the  a c t u a l  provision of se rv ice ,  s ince  i t  seem only doctors can legal -  
l y  d e l i v e r  medical care.  I n  some respec t s ,  the  necessary business and manage&nt 
s k i l l s  'might be b e t t e r  provided i n  t h i s  way than by asking doctors t o  provide 
these  themselves. Such an arrangement might a l s o  make more poss ib le  t h e  a c t i v e  
involvement, in' the  operat ion of the  primary ca re  cen te r s ,  of +he l o c a l l y  based 
neighborhood groups now seeking th?" se rv ice .  And -- i f  such cen te r s  were pro- 
posed by, a number of l o c a l  business firms -- ~ h e s e  rqs ident  groups would be  pro- 
vided with a s u b s t a n t i a l l y  expanded range of choices,' and a measure of account- - 
a b i l r t y  would be( introduced i n t i  the  hea l th  ca re  system, w h k b  does -not exist-at ,  
present .  I / , ," - 

- , 



-35- . 
D e - t o a f i c a t i o n  programs. An immediate opportunity elrksts -- a t  l e a s t  i n  Henne- 
pin  County -- f o r  t h e  provision of t h i s  service ,  required of counties by the  
1971 Minnesota Legis la ture ,  which redefined drunkenness a s  i l l n e s s .  Two 
somewhat separa te  funct ions  a r e  r e a l l y  involved: One is the short-term (>day) ' 

/de tent ion of a lcohol ics ;  the  o t h e r  is  the  longer-tern , r ehab i l i t a t ion  of alccsbw 
- l i c s .  It was onl) thC f i r s t  t h a t  was put  i n t o  operat ion by Hennepin Cotmty 

e a r l i e r  i n  1972. Currently the county faces the need both t o  provide an e n l ~ g e d  
f a q l i t y  f o r  the  short-term prograa and t o  develop the s t a f f  and content  of  the 
longer-term r e h a b i l i t a t i o n  program. The key quest ion before the county is -- 
t h e r  t o  undertake t h e  acqu i s i t ion  o r  construction of a f a c i l i t y ,  and the  @st&- 
lishment of the  r e h a b i l i t a t i o n  program, i t s e l f  . . . o r  t o  submit a "request for  
proposals" t o  o t h e r  p a r t i e s  i n t e r e s t e d  i n  performing t h i s  se rv ice  ,(perhaps a360 
including the f a c i l i t y )  by contrac t .  A r epor t  from the county s t a f f ,  evaluatfng 
the  two a l t e r n a t i v e s ,  i s  due i n  liovember. - ', 

-l 

7. $om special c a u t i m  wi l l  have to be taken i n  pmhasing sem3ces . . . whem 
f ' s e ~ c e s "  nay i n w l m  facil i t ies or other capital items. \ 

. 
/' 

A s  Gur repor t  notes ,  w e  are not  t a lk ing  j u s t  about "personal services." The 
e f f o r t  is t o  purchase, f o r  example, r e h a b i l i t i o n  of a lcohol ics ,  n o t  j u s t  the 
time-of counselors; o r  education ( i n  the sense of outcomes), no t  j u s t  the  t ime  
of teachers.  The s u p p l i e r  w i l l  provide a l l  the  inputs  . . . some of which, c@P 
t a i n l y ,  w i l l  involve s t a f f ,  b u t  some of which -- i n  h i s  d i sc re t ion  -- may a l s o  
involve equipment ( teaching machines, perfiaps) and/or f a c i l i t i e s .  The supp l ie r  
may f e e l  he can do the job without expensive f a c i l i t i e s  (or ,  equally important,  
without having t o  & f a c i l f  t i e s )  . But these may . . . i n  r e a l i t y ,  probably, are 
l i k e l y  t o  . . . be needed. And w e  would not  want t o  r u l e  t h i s  out. To do s o  
would i n  a l l  cases involve t h e  pub l ic  i n  the watership of the  property, ai.ld 
would r e s u l t  i n  i t  purchasing r e a l l y  only -management services .  -. 
I f ,  however, t9e con t rac t  going t o  include f a c i l i t i e s ,  and the cos t  of c a p i t a l ,  
some dangers w i l l  have t o  be recognized, and kep t  i n  mind. - -, 

One p o t e n t i a l  danger a r i s e s  where a se rv ice  requires  n o t  j u s t  (say) automobiles, 
o r  a simple s h e l l  bui ld ing,  but  a unique and, expensive "one-of -a-kind" f a c i l i t y  . 
Here, a contrac t  cal l i rrg f o r  t h i s  t o  be provided by t h e  supp l ie r  might w e l l  catch 
the  publ ic  agency up, again,  i n  p rec i se ly  the  problem i t  was o r i g i n a l l y  t ry ing  t o  
escape. ,' 

I f ,  f o r  example, a highly spec ia l i zed  bui ld ing had t o  be p r o d d e d  i n  the del ivery  
of a p a r t i c u l a r  se rv ice ,  t h e  f i r s t  contrac t ing s u p p l i e r  Tnight w e l l  --- as a prac- 
t i c a l  matter -- have secured himself a p r e f e r e n t i a l  '(if not: monopoly) posi t ion:  
i f  he owns t h e  only bu i ld ing  of the  type needed t o  furnish  the se rv ice ,  who else 
can, r e a l i s t i c a l l y ,  compete? A t  times, where t h i s  problem can c l e a r l y  be a n t i c i -  
pated,  i t  is solved . . . through publ ic  ownership of the f a c i l i t y ,  with a con- 
t r a c t  only?or the management of the  qperation. (The pub l ic  acqu i s i t ion  of the 
a rea ' s  bus f l e e t ,  and the  subsequent management contrac t  f o r  i t s .opera t ion ,  i s  a 
case i n  point .)  But n o t  a l l  cases are s o  c lear .  So i t  i s  a concern t h a t  must 
be watched, 

W e  should recognize, too ,  t h a t  where these kinds of se rv ice  con t rac t s  exist the  - publ ic  -- voters ,  i n  bond referenda, o r  members of governing bodies -- w i l l  no 
longer see decisions about equipment o r  f a c i l i t i e s  acqu i s i t ions  a r i s e  i n  the  way 
they' have, o r  do, under t r a d i t i o n a l  arrangemengs . Ins tead,  now, the contrac t ing 
supp l ie r  w i l l  provide the c a p i t a l ,  and its cos t  w i l l  be a p a r t  of the  annval 



contrac t  payment. The importaqt th ing,  c l e a r l y ,  is  to  have -- before any de- 
c i s i o n  -- a f u l l  d i sc losure  and ana lys i s  and evaluat ion of the  two d i f f e r e n t  ap- 
proaches t o  providing the  service ("ownership" and '"leasing," i n  effect-).  The 
f u l l  cos t ,  over the  e n t i r e  term of the  contrac t ,  must be known, &d considered. , 

Sign i f i can t  commitments w i l l  be involved i n  purchase-of-service arrangements, too, 
f n  p a r t  as a r e s u l t  of t h e  s u p p l i e r ' s  need t o  be assured a s u f f i c i e n t l y  long term 
t o  permit recovery of t h e  investment he must make . . . planniug and design ex- 
pense, and adminis t ra t ive  expense, as w e l l  a s  c a p i t a l  expense.; 

W e  have not  d e a l t  at  length,  i n  t h i s  repor t ,  with t h e  complications fnvolved i n  
the  purchase of  se rv ices .  This does n o t  man we a r e  unaware . . . or a r e  reluc- 
t a n t  t o  i n d i c a t e  . . . t h a t  they ef is t .  They w i l l  be, w e  assume, a~ d i f f i c u l t  a s  
those involved in ' the  purchase of (as w e  have termed i t )  hardware. The f a c t  t h a t  
these  complications exist, on the  o the r  hand,-does no t  represent ,  e i ther , .an  ar- 
gument aga ins t  experimenting wi th  purchase-of-service. It may very w e l l  t u r n  out  
t o  have fewer problercs, on balance, than the  system i n  which public agencies 
produce se rv ices  themselves, - 

\ 

8.' 'It i s  c r i t i c a l l y  i e r t r m t  to mders tmd the different  f o m  l@urchasingll cmr- 
take. We have probably talked most about a government buying direc-bly, on be- 
half  o f  some recipient group. (For example, corrections services . )  But i t  is - 
possible fir  government to buy indirec t ly  . . . paying the b i l l ,  one way o r  
another, but l e t t ing  the recipients of the service det5de uhat supplier they w a n t  
to use. n 

Our discussion of contrac t ing (with the  buying done d i r e c t l y  by the governmental 
body) is probably keyed mainly t o  areas  i n  which t h e  rec ip ien t s ,  f o r  ofie reason 
o r  another, cannot, o r  should no t ,  make the  s e l e c t i o n  themselves. We have c i t e d  
correc t ions  a s  an example. Education is another . . . a t  l eas t '  i n  the  minds of 
people who bel ieve  t h a t  " f ree  choice of school" would rapidly  produce a hi-ghly 
s t r a t i f i e d  socio-economic p a t t e r n  t h a t  would be undesirable i n  terms of comnumity 
goals. There a r e  some a reas  a l s o  i n  which the  s e e c e  is d g f f i c u l t  f o r  the  can- - s w r  t o  evaluate.  And there  can be a need f o r  contrac t ing i n  areas  where the 
government has long had a "monopoly" on the se rv ice ,  and where no poss ib le  alter- 
n a t e  supp l ie r  exists, and would appear only i f  s t imula ted  by a de l ibe ra te  e f f o r t  
on the  p a r t  of the  pub l ic  agency i n t e r e s t e d  i n  broadening its -range of services .  ' 

The purchase-of-service from a supp l ie r  d i r e c t l y  by a publ ic  body is not ,  however, 
the only kind of purchasing t o  which t h e  arguments i n  t h i s  repor t  apply. There 
a r e  l a r g e  areas  where pub l ic  se rv ices  . . . l i k e  p r i v a t e  services o r  p r i v a t e  goo& , . . . can appropr ia te ly  and feas ib ly  be s e l e c t e d  by individual  r ec ip ien t s ,  and 
where no monopoly p resen t ly  e x j s t s  on the  p a r t  of  a governmental agapcy. W e  are 
speaking, of course, now, of t h e  second problem area discussed i n  our r epor t  \ 

(character ized mainly by a l a r g e  number of small -- and frequently non-profit  c - 
p r i v a t e  providers,  t y p i c a l l y  w i t h '  l i t t l e  resources o f  c a p i t a l  and management), 
i n  which the  p r i n c i p a l  need is simply f o r  some competent organizat ion t o  come 
i n t o  the  f i e l d  and begin t o  perform. I n  these areas ,  government can purchase 
i n d i r e c t l y .  This is now done . . . conspicuously i n  the  m e d i c a l l h o ~ p i t a l  program, - 
which has  i n  recent  years  become a publ ic  r espons ib i l i ty  and is  financed now very 
l a r g e l y  by pub l ic  d o l l a r s  . . . but  where the  es tab l i shed  pol icy  of "free choice 
of vendor" permitg t h e  r e c i p i e n t  t o  go t o  the  doctor o r  h o s p i t a l  he p re fe r s ,  with 
the  government undertaking then t o  pay the  b i l l  f o r  se rv ices  incurred.  A varia-  
t i s n  of t h i s  proposal would simply provide f o r  the money (o r  a c h i t  good f o r  a 
given amount of servi'hes) t o  the  r e c i p i e n t  ahead of the  time he goes t o  the  doc- / 

t o r ,  h o s p i t a l  o r  o t h e r  provider. This is, aq w e  G d e r s t a n d  it, a s s e n t i a l l y  t h e  
\ - 
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I 
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"- t I voucher system" .proposal f o r  schools.  

A number of thoughtful  and responsible people look toward g r e a t e r  use of t h i s  
approach . . . of " a l l m m ~ e s ~ '  . . . f o r  the  financing of expanded programs of - 
soc ia l - se rv ice .  Whetlier the  allowances take the form of prepayment o r  ~ b s t - p a ~ -  
ment . , . cash o r  voucher . . . r e s t r i c t e d  allowances (as f o r  housing) o r  gen- 
e r a l  family allowatrees . . . makes r e a l l y  very l i t t l e  difference.  In  any case, 
the  c e n t r a l  p r i n c i p l e  is t h e  choice of supp l ie r  by the  rec ip ien t  of  the service .  
This has, c l e a r l y ,  one notable  r e s u l t :  the  p a t t e r n  bf  choices defined by the  
decision of  a l a r g e  number of ind iv idua l  consumers p'rovides -- a s  a government 
con t rac t  wi th  a s u p p l i e r  does not(-- a meaningful evaluat ion and assessment of - 
t h e  supp l ie r ' s  performance. 

3 

Ln prac t i ce ,  t h e  arrangements developed f o r  supplying s o c i a l  services  i n  t h e  
W i n  C i t i e s  a r e a  under T i t l e  IVA of the  1967 f e d e r a l  law has contained a mixture 
of both d i r e c t  and i n d i r e c t  purchase. Contracts,  and f r e e  choice of vendor, seem 
t o  e x i s t  together. With sumn;er camping, f o r  example, o r  day care  the re  is no \ concept (as the re  is i n  pub l ic  schools,  f o r  example, o r  i n  p r i v a t e  u t i l i t i e s )  
of an exclus ive  f ranchise  f o r  a s u p p l i e r  t o  serve a defined geograpfic area. 
The r e c i p i e n t  can go where he wishes and (assuming he meets the- income l imita-  
t ions )  can have h i s  b i l l  paid. There is a lso ,  then, a contrack hem-een the  
county and the  c a q ,  o r  day care  center ,  the  function of which appears t o  be 
pr imar i ly  regula tory ,  and aimed a t  s e t t i n g  standards f o r  the  program and defin-- 
i n g  the  terms -of payment. It  a l s o  functions a s  a kind of consumer protec t ion 

* device. The d i f fe rence  between t h i s  and the  model present  i n  medical/hospital  
se rv ices  seems t o  be t h a t ,  i n  s o c i a l  se rv ice  a reas ,  regulatory au thor i ty  i s  
thereby pu t  i n t o  the  hands of t h e  same agency t h a t  is paying the  b i l l  f o r  the  
service .  C.Ji t h  respect  t o  rcedical/hospital se rv ices ,  of course ,, i t  is the  county 
t h a t  pays the  vendor and various s t a t e  agencies t h a t  re-wlate t h e  provider as 
t o  q u a l i t y  of f a c i l i t i e s  and service .  \ 

. 
It should be  c l e a r l y  understood t h a t  in  t h i s  r epor t  we a re  looking a t  both tGes 
of purchasihg, and equal ly  favorably. Perhaps we have ta lked mainly about gov- 
ernmental con t rac t ing  . . . as, f o r  example, f o r  correc t ions  se rv ices ,  o r ,  per- 
haps, education . . . but  w e  a r e  i n t e r e s t e d  equal ly  i n  new ways of de l ive r ing  
s o c i a l  se rv ices ,  purchased d i r e c t l y  by individuals  and families.  I f  we have, 
i n  the repor t ,  spent  l e s s  t i m e  on. the l a t t e r ,  i t  i s  perhaps because less is re- 
quired  of governnent here : i n  most cases,  nothing more than a decision t o  remove, 
o r  not  t o  e r e c t ,  b a r r i e r s  t h a t  r e s t r i c t  ce r t a in  kinds of suppl iers .  An expan-, 
s ion  of govmment  allowances i s  probably, a l s o ,  l o g i c a l l y  required: We made 
no such recommendatibn l a rge ly  because through most of our work a r e a l l y  dramat- 

, i c a l  expansion s f  f e d e r a l  funding (through the  T i t l e  I V A  progran) was under way . . . s o  rapid ,  i n  f a c t ,  t h a t  no r e c o m n d a t i o n  f o r  expansion seemed necessary. 
Jus t  a t  the  end of o u r  worlc, Congress became ra the r  suddenly aware of t h i s  pro- 
gram and de te rdqed ,  t o  "close the  endv' on i t s  appropriat ions.  It may be tha t ,  - 
give5 t h i s ,  our reporg does not  s u f f i c i e n t l y  consider the funding of y program 

-, of se rv ices  purchased by -recipients. P 
Fina l ly ,  the re  remains, of course, the  whole a r e a  . . . the  "marketvv . . . above 
and beyond the  l e v e l  of income t h a t  determines e l i g i b i l i t y  f o r  f edera l  a s s i s t -  
ance. Housing (housing se rv ices ,  a s  w e l l  a s  housing construction) hea l th ,  day 
care ,  e t c .  a r e  a l l  purchased by middie and upper-income populations, as  w e l l  a s  
by lower and aower-middle-income populations. -4nd new ways of providing ser- 
vices  a r e  as important f o r  the  former as f o r  the  l a t t e r .  IJe have d e a l t  wi th  

, 
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t h i s  scarcely- a t  a l l  s ince  no government ac t ion  whatever would seem required, 
here. Our hope i s  simply t h a t  o ther  kinds of ~ & ~ l i e r s ,  seeing an opportunity 
f o r  a t  l e a s t  a l imi ted  p rof ix ,  and recognizing the-comuni ty 'benef i ts  t h a t  might 
flow ind i r ec t l y  from sych programs, w a l l ,  on t h e i r  awn i n i t i a t i v e  -- o r  perhaps 
a t  our urging ---enter t h i s  f i e l d .  And, of course, ,that government will escour- - 
age t h i s ,  even i f  no t  pa r t i c i pa t i ng  i n  the financing. .z 

9. %em have, to he s-, been efforts in =cent yeam toward rontmo$ng, Ad Ule - 
purchase of service from private o~ganizations. 

/ 

L > \ /' 
Both the  experimentd, and t h e i r  r e s u l t s  ,-have -been controvers ia l .  But i t  was f a r  
from c l e a r  to  us t h a t  they have been -- i n  t o t a l ,  o r  even on balanke -- a \  f a i l u r e .  

k Nothing i n  the  record, a_t any rate, seemed to  us tq argue agains t  the  broader ef: 
f o r t  t o  implement a purchase-of-service policy which we now propose? 

I 
d 

There is, f o r  example, w e  know, the  OEO repor t  c r i t i c a l  of the  ef fect iveness  pf 
the -perf ormance-contractine expearnents which t ha t  agency conducted. There is, 
a t  the same time, the  RAND Corporation repor t  which makes a generally favorable 
evaluation oh the  performance-contracting,experiment i n  Gary, Indiana, t o  date. 

1 

Nor does the  termination of the  Job Corps cams  necessar i ly  mean they w e r e  not 
e f f e c t i v e  while i n  operation,  o r  no t  useful  t o  the  governmeqt i n  i ts  e f f o r t s  t o  7 

inprove the s k i l l s  and employment prospects of d i sadvbtaged  youth. ' - 
\ 

4 

We have found -- and would expect - 'res,ults t o  be uneven . . . j u s t  as  they tend 
t o  be when programs are produced d i r e c t l y  by the  governmental agencies themselves. 


